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[9:00 a. m]

CHAl RMAN JACKSON  Good norni ng, | adies and
gentl enen. The purpose of this neeting is for the
Conmi ssion to be briefed on the status of activities related
to the three MIIstone nucl ear reactors.

The Commi ssion will hear presentations today from
Northeast Wilities, the contractors associated wth both
t he I ndependent Corrective Action Verification Program and
t he Enpl oyees Concerns Program and the NRC staff.

M1lstone Unit 1 has been shut down for 25 nonths
and Units 2 and 3 have been shut down for approxinmately 21
nmonths. Al three of the MIIstone units were placed on the
NRC s watch list in January of 1996. The units were
recategori zed as Category 3 plants in June 1996. This
action necessitates Comm ssion approval for restart of each
of the units.

This Comm ssion neeting is the fourth quarterly
neeting to assess the status of activities at the sites.
The Conmission is interested in howthe |icensee is
nmeasuring and trackings its progress, and how well the site
is function as a whole. For exanple, are they finding their
own probl ens and enacting conprehensive fixes in a tinely
nmanner ?

Once agai n, the Comm ssion | ooks forward to the
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updates fromthe contractors tasked wth providing an
i ndependent assessment of the corrective action prograns at
the station, as well as the third party associated with the
i ndependent oversi ght of enpl oyee concerns.

The Commi ssion is very interested in hearing the
NRC staff's views regarding the effectiveness of the
i censee's program including an assessnment of what areas
appear satisfactory, what areas are tracking to acceptabl e,
and what areas are unsatisfactory at this time. The
Commi ssion desires this type of feedback, satisfactory,
tracking to acceptable, or unsatisfactory, fromall of the
participants today. So if you could phrase whatever you
have to say in that context.

The Conm ssion benefits froma candi d di scussion
of both the results and your conclusions. For exanple, for
the | CAVP contractors, and NRC staff, | expect not only to
hear about the nunber of issues identified and resolved, but
what the discrepancies are telling you. For the |icensee,
if you believe the contractors or NRC staff are unwi sely
spendi ng resources sanpling an area that is clearly
acceptable, this is one forumwhere you should cooment to
that effect.

Finally, as | stated at the | ast Comm ssion
neeting, the Commission is interested in your conments on
this process, in the mdst of its inplenentation, so that
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fine tuning can be acconplished, as appropriate. Al
parties should keep this in nind during today's discussions
and questions. Al parties should feel not only invited to
but conpelled to comrent on questions asked of any group
So if your turn at the table has passed, please use the
podi um as necessary.

| understand that copies of the presentations are
avail able at the entrances to the neeting. And so unless ny
col | eagues have any openi ng comments they w sh to nake, M.
Morris, please proceed.

MR MRR'S: Thank you, Dr. Jackson. Good
nmor ni ng, and good norning to fell ow Comm ssi oners.

Before | begin the fewslides that | have in the
formal presentation, | would to make just a few comrents
about this week's announced enforcement action. And let me
try to make clear to you that we fully accept the
responsibility for the situation that led to that
conclusion. W understand that the things that were found
in that investigation were of great concern to you and to
us. W, obviously, accept the judgment that you nade and we
will go forward and pay that.

V% believe that we are maki ng some progress,
however, on inproving our status and our standing, and our
own standards, and today we hope to nake that presentation
toyouu W will try to follow your lead with the
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phraseol ogy that you have suggested. You will see that we
have chosen the words conpl ete, not conplete, those kinds of
things, that really tracking with your satisfactory,
tracking toward satisfactory, and unsatisfactory. And |
think that you will see there are things are yet to do,

obvi ously, and there are sone things where we believe there
is acconplishment that can allow us to focus on those other
i ssues that need that kind of focus.

So, | hope with that, that we can nake a
presentation that will be hel pful to you, and to us, to
establish that progress has, in fact, been nmade.

Wth that, | will nove to ny first slide. And on
this slide, | amtrying to make sone very sinple points to
the Commssion. | think they are points that are fully
under st ood by you and your col |l eagues. But it is clear to
me, having been on this teamnow for four nmonths, that there
is afull commtment of this Board of Trustees to inject
thensel ves into this process to ensure that the managenent
teamnot only has their support and their guidance, their
direction and their encouragenent. And | can tell you, in
t he audi ence today, we have our |ead Trustee, we have the
Chair of our Nuclear Commttee, and we have the Chair of our
Corporate Responsibility and Affairs Commttee. | think
that is a testinony to the commtnent that our Board of
Trustees has to this very serious natter in front of us.
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The second bullet is sinply to indicate to you
that |, as the Chief Executive Officer of this conpany, am
equal |y dedicated to this assignnent and have spent sone
time at MIlstone, will continue to do that. | have full
faith and confidence in Bruce and his team but | do believe
that it is inportant that the CEO of this organization take
hands-on responsibility and invol verent in this process if
we hope to bring it to a reasonable conclusion for all of us
as we nove forward.

And, lastly, | would sinply like to point out
that, although things aren't as rosy as we w sh that they
woul d be, the financial resources are available to continue
on this recovery process, they are commtted to that end,
and we will ensure that that continues to happen.

V¢, sone time ago, decided that we were not goi ng
to concern ourselves overly with headi ng towards some
absol ute deadl i ne schedul e, but, nore inportantly, noving
this process forward so that it is conpleted in a safe and
appropriate way. And that is the path that we are on, and
you will hear sone of those comments in our presentations
t oday.

Even though we talk in terns of a hoped-for
neeting with you in the not too distant future, in the early
part of 1998, and we are working toward that end, please
don't overtake fromny teamour inability or our |ack of
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understanding that that date nay float. W continue to work
toward that end because it is an achi evabl e goal, and an
i nportant goal, and we are going to continue to do that.
But | don't want any of you to wal k away believing that
these folks really are working off of an unachi eveabl e
schedul e, because what we are trying to do is get this
process concluded. And it is nore inportant to us to get it
concluded in an appropriate nethod, clearly on the fastest
time line that we can, but, nmore inportant, in that
appropriate nethod, and that is what we are dedicating
our sel ves to.

The next slide sinply points out to you who our
presenters are, and nost of these people are very faniliar
to you, of course. Bruce Kenyon, President and CEO of our
Nucl ear Activity. Mke Brothers. Mke Brothers will talk
about the activities in our safety conscious work
environnent, a very inportant step for us as we nove forward
to create a nore healthy environment at the MII stone
stations. Marty Bowing will discuss with you a nunber of
i ssues on the prograns that he will be going through. Jack
ME wai n, of course, will talk about the readiness of Unit
3. And Dave Coebel, our Vice President of Nuclear
Oversight, will give you an update on his activities as
wel | .

So, again, let nme close by sinply saying | hope
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that you see sone progress today fromour |ast nmeeting. It
surely is there in the statistics. | hope that you see a
substantial increase in power dedication to realizing the
i ssue of the safety conscious work environment and progress
that has been to date in that end as well. And | hope that,
hopeful |y, the next tinme we do neet with you, we will be
able to present to you the facts and figures that woul d
allow you to recast your trust with us so that we can bring
these units back on-line in the working environment that
really is reflective of the safety consci ous work
envi ronnent that we are pursuing.

So, with that, let me turn things over to M.
Kenyon.

CHAl RVAN JACKSON  Before M. Kenyon begins, et
nme raise a sensitive question. You mentioned that financial
resources are available and commtted, and | noted a press
clipping | ast week that you had deferred raises for all your
sal ari ed enpl oyees pending unit restart and, of course, that
is your decision to nmake, but the inportant point was

presunably it was done in a way that still encouraged peopl e
to raise safety issues to managenent.
MR MRRS: | believe that that's the case. W

gave that a great deal of consideration before we did that,
but for us to stay on the track that we're on, that was a
necessary step. And | would tell you that not only the
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nucl ear but the non-nuclear teamat NJ understands that and
is supportive of that, and al though that's never the best of
news, it is something that the teamis wlling to understand
and willing to dedicate thensel ves to.

CHAl RVAN JACKSON  Thank you.

MR MORRI'S: Thank you.

MR KENYON  Good norning, Chairman Jackson and
Conmi ssi oners.

| ampleased to have this opportunity to update
you regarding our progress in recovering the MII stone
units. |'d just add one conment to the question you asked.
Virtually every nmajor neeting we have on site, we remnd our
enpl oyees, or if it's a supervisory neeting, of the
i nportance of raising concerns; that the last thing we want
is to have an unrecogni zed probl em show up later. So we
continue to enphasi ze that.

This slide indicates our agenda, and there are
several purposes to our presentation. First is to
denonstrate that we have made substantial progress in
bringi ng the various issues affecting the perfornmance of the
MIlstone units to closure. It is also to convey our belief
that physical readiness for Unit 3 will be achieved around
the end of this year, and that clearly is a major ml estone.
W want to clearly denonstrate to you that we understand the
remai ni ng work to be acconplished, and thus we believe we
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are on track for hopefully a March meeting to consider the
restart of Unit 3. It is our expectation that Unit 2 can
follow Unit 3 by two to three nonths, and certainly we are
acknowl edgi ng that the schedule for Unit 1 is under
eval uation, and this is pending having the financial
resources to resune full restart efforts.

Substantially all of the material that we will be
covering was included in the briefing book sent to you in
advance of the meeting. W plan to focus on Unit 3 and site
issues relating to Unit 3, but certainly we are prepared to
address questions on other units, should you desire.

This slide and the next summarize the progress we
are nmaking in addressing the seven success objectives and
the associated 16 key sitew de i ssues which are an essenti al

part of our recovery. | ampleased to report that of the 16
i ssues, six now meet our success criteria for start-up
readiness. | translate that into satisfactory on the

termnol ogy that you are using. W expect seven additional
i ssues to reach satisfactory in January, and the renai ni ng
three to reach satisfactory in February.

Al issues -- and this is looking at the totality
of an issue -- all issues, in ny judgment, are tracking to
satisfactory, and that's different fromour last quarterly
briefing when | told you I thought there were six issues
that were not tracking to satisfactory at that point in
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time.

Now wi thin an issue, there can be particul ar
elements that we are not yet satisfied with. W are
satisfied that the overall progress is coning together.

CHAl RVAN JACKSON:  Let me ask you a question al ong
that line. | note, for instance, that under the strong
nucl ear safety philosophy, in particular procedure quality
and adherence, you say yes, it's a closed issue. Now I
noted in an inspection report, 97-202, that was dated
shortly after the | ast Conmmi ssion neeting, there was an
i ssue involving several failures to follow your own
procedures for overcoating in the Unit 3 service water
pi pi ng, and then there was a report that docunented sone
--several exanples of radiation worker violations, and it
noted that this was of concern because it was a repetitive
violation. And then there were, in the Staff's recent
Comm ssion -- paper to the Commission, that highlighted
enforcenent actions associated with a Novenber inspection
report. It talked about procedural inadequacies, emergency
prepar edness issues, training and failure to wear proper
dosinetry. So the question becones how do you square, you
know, these findings in these various reports with the
assessnent on the success objective that you mentioned?

And I'mgoing to do this, you know, as you go
t hrough, because the issue is what does the record show
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versus what you are telling us and, you know, what are you
saying in terns of saying that it's a closed issue.

MR KENYON That's fine. Let me start by saying
that in saying that an issue is judged to be satisfactory,
it's our judgment, based on an ongoi ng eval uation of where
we are -- and certainly inspection reports that come al ong
that identify a problemin a procedure conpliance area, not
all of which you indicated in our judgment necessarily
rel ated to procedure conpliance as opposed to a training
probl em which is one of our other issues, or as opposed to
emer gency pl anning, which is one of our other issues. So we
try and separate where the problens lie.

But we reached a judgnent that we thought we were
at an acceptable level. That does not indicate that we
think there are absolutely no problens to deal with; it just
nmeans that in our judgnent, we think we have reached a
satisfactory state.

Now what goes on fromthere is we continue to take
in-- and this applies to any issue. Wat goes on from
there is that we continue to take in information as to
what' s happeni ng.

e very inportant source of infornmation is
ongoi ng nanagenent sel f-assessnents. So we use those
managenent sel f-assessnents, and obviously we could, if we
got enough information of an adverse nature, we woul d change
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our judgnent on a particul ar issue.

Wekly oversight conmes out with a very detail ed
report on this issue and all the other issues, and with a
nunerical score, and if that score drops bel ow a certain
level for a period of tine, oversight would revise its
j udgnent on where managenent is on a particul ar issue.

Wien you | ook at oversight scores, they bounce
around because everything is going on is on, you know, a
weekly basis, looking at attributes of what was going on in
that particular week. So whereas we concl uded procedure
conpl i ance was satisfactory, that's not uniformy
satisfactory across the station. W are | ooking at those
areas where we think it's weaker than others, and we will
continue to assess it. But at the time we prepared this,
and | think still today, unless Dave, you --

MR GCEBEL: No.

MR KENYON W think it's satisfactory. And
satisfactory is not, you know, perfect.

CHAI RVAN JACKSON  So this is a windowin-tine
snapshot as opposed to being cl osed, per se?

MR KENYON Yes. And | had previously included
inny remarks, and then | took it out in the interest of
time, the distinction between an issue reaching what we
judge to be a satisfactory state and an issue bei ng cl osed.
W are not proposing to close any issues. Wat we are about
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is along termprocess to go froma situation where the
processes and standards at the MIIstone station were just
nowher e near what they should be, bring themto a point that
supports start-up. But we will want, at the next Comm ssion
neeting, to present to you a longer termplan that clearly
recogni zes that what we are about is on a long termeffort
to bring the plant not just to a satisfactory state for
start-up, but to excellence. So issues are not closed for

us. |Issues are things that we are going to work on through
start-up and beyond.
CHAl RVAN JACKSON  Ckay.  Vell, 1'mjust

ref erenci ng your own terminol ogy here. And | would just
like to say | would like all the parties, as appropriate, to
comrent on this and the next slide in terms of your
assessnent in these areas, and particularly the NRC Staff.

MR KENYON |I'mready to nove to the | eadership
assessnent slide, unless there are any further questions on
this one.

CHAl RVAN JACKSON:  Well, let ne talk again for a
m nut e about safety-conscious work environments, and you
i ndi cate, again using the term nology that you have here,
you expect this progress -- or you want it -- you expect it
to be closed in February. Now what does that mean? Does
that mean that you will have denonstrated a saf ety-consci ous
work environment, or you will have achieved a
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saf et y- consci ous work environment? And there's a
di f f erence.

MR KENYON  Vell, we -- | hope | amnot m ssing
the distinction. W have four objectives that we feel we
must neet in order to satisfy having denonstrated a
saf et y-consci ous work environment, and | think that nmeans we
have it.

e is that enpl oyees are quite confortable in
rai sing concerns. | think we have denonstrated that.

A second is that |ine nanagenent is effective in
resol ving concerns. W are on track there to achieve a
satisfactory level of performance. That's very dependent on
a corrective action program and we are on track in
corrective actions but not there yet.

The third area is an effective enpl oyee concerns
program | think we are very close, and thus we will be
able to denonstrate that in February.

And, finally, we need to denonstrate that we can
identify problens early enough in emerging probl ens,
saf et y- consci ous work environment probl ens, trouble areas, a
buil ding level, fully concerned, in a particular part of the
organi zation. W need to be able to identify that early in
the process, and we need to be able to solve that. W have
not denonstrated that at this point. W have a | ot of work
in progress, and Mke Brothers will talk about that in his
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presentation.

So agai nst those four criteria, that's an overview
of where we are, and | do believe we are tracking to
satisfactory.

MR MORRIS: But, you know, | amnot certain, Dr.
Jackson, that this issue really ever closes. This is an
i ssue that needs constant vigilance and constant dedication
on behal f of the managenment team and on behalf of the entire
teamat the station to continue to work to inprove this
area. And that is something that you'll see when M ke
Brot hers makes his presentation. Now we do not believe this
is an "oh, great, this is done now" W fully understand
that this is an issue that we will be working at forever.
And | think it is true of all stations. So we want to join
the rest of themin having that dedication toward that end.

CHAl RVAN JACKSON  Ckay. M. Kenyon.

MR KENYON Recogni zi ng that the fundanental
cause of the performance problens at MIIstone was
| eadership failures, | ampleased to report that the
recently conpl eted | eadershi p assessnment by enpl oyees and
contractors of their supervision shows scores in all
categories of at least 5.0, and based on ny experience wth
a simlar survey at South Carolina Bl ectric & Gas, this
i ndi cates an organi zation with an overall healthy |eadership
climate. It also shows continued inprovenment over the
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survey conducted this sumrer, and it shows an overall nearly
20 percent inprovenent over the first survey conducted in
the winter of 1996.
CHAl RMAN JACKSON Do you have anot her such
assessnent, | eader assessnent, schedul ed or pl anned?
MR KENYON W do. W have been doing these on

six month intervals. |If this survey had not been as strong
as it was, | would schedul e another prior to the March
neeting. Based on the strength of this survey, | am

currently not intending to do one until the June tinme frane.
W are on six nonth intervals. These are inportant surveys
to us.

Wiat you are seeing is aggregate data. Qbviously,
what we do is look particularly at those individuals who
score very well, and those are the -- that is a good
indication that these are the future | eaders of the
organi zation, and we also | ook particularly at those
i ndi vi dual s who do not score well, and that suggests there
is a probl embetween that individual and his enpl oyees.

And we use this and other input to identify
probl emareas. nce we identify a problemarea, there is an

action plan. In some cases it neans renoving the
i ndividual. |n some cases, through training and coaching
the climate in that particular area is inproved.

So, based on the strength of these scores, | am
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confortable with a six nmonth interval.

CHAl RVAN JACKSON  As you indicated, this is
aggregated data, and at the [ ast Conmi ssion neeting, we
di scussed pocket s.

MR KENYON:  Yes.

CHAl RVAN JACKSON:  Wiere the perfornmance was
marginal. Can you speak to sonme of those pockets and to say
what the progress has been?

MR KENYON Yes, | can, but the person who is
closest to is Mke Brothers.

MR BROTHERS: Right. W, when | tal k about
probl em areas, Chairnman Jackson, we will identify that.
When we first identified problemareas, we had 33, what we
call problemareas. Qut of the 33, 17 were a direct result
of | eadership surveys. Now, out of those 17, approxinately
hal f of those people are no longer in that position. The
other half are under different types of prograns, action
pl ans, remediation plans, to bring their |eadership scores
up to where they need to be. W have taken significant
action on those 17 areas.

CHAl RMAN JACKSON Ckay. Thank you.

MR KENYON And while it is inmportant for line
managenent to denonstrate its ability to address issues, it
is equally inportant for MIIlstone to have a highly
credi bl e, independent assessnent capability in its oversight
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organi zation. | ampleased to report that MIIstone's
Nucl ear Safety Assessnent Board concl uded, through a very
t horough five nonth process, and this process included an
external assessment, that oversight was effective in the
performance of its responsibilities.

CHAI RVAN JACKSON  Isn't it true that, in terns of
that outside consulting firmthat you engaged in July, that
they felt that considerable progress had been made, but that
significant additional inprovement was required, both from
nucl ear oversight, as well as fromMIlstone Station senior
managenent, before the oversight function was fully
effective?

MR KENYON That is true, and the particul ar
i ssue that was of biggest concern to me was the extent to
whi ch the line organization, and | amtal king down in the
organi zation, | amnot tal king about the senior fol ks, the
officers, down in the organization recogni ze that the proper
way to view oversight was in a partnership, not sinply a
regul atory requirement. And, thus, oversight, an effective
oversight organization is involved in helping to set the
standards, and then it is obviously involved in advising
| i ne managerment where standards are properly nmet and where
they are not.

| think we have made very good progress in driving
t hat under standi ng down in the organization, and part of
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what the Nucl ear Safety Assessment Board did was take -- to
take the input fromthe external assessnent and then, over a
five month process, |ook at howthis was playing out. And |
amquite confortable that oversight is now effective and
| i ne managenent use oversight in the proper way.

CHAl RVMAN JACKSON  Coul d you speak to sone of the
areas where, according to the consultant firm the feeling
was that the greatest inproverment still renained to be
denonstr at ed?

MR KENYON Yes. M only -- ny only question on
that, are you tal king about the initial assessment, or are
you tal king -- because we have had that consulting firm comne
back in.

CHAl RMAN JACKSON  Since July.

MR KENYON Yes. And we have had further input
fromthen as to where the nost attention is needed and --

CHAl RVAN JACKSON Wl |, you should tell us what
is -- whatever is the latest situation.

MR KENYON Ckay. The latest information is that
they felt oversight has nmade strong progress and, thus, had
m nor comrents in the area of oversight. They had nore
significant concerns in the area of conduct of operations.
That is an area that we are not satisfied with yet, and that
is an area that we are working on. And, here, the situation
is we have put in place, and | amprincipally talking Unit
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3, we have put in place a strong standard for conduct of
operations, and this particular consultant feels it is an
excel | ent standard.

Wiat he observed, and what we don't disagree with,
is there is not uniforminplementation of that standard
within the operating groups. So that was one area of
concern.

There was al so an area of concern regardi ng
standards for corrective action. And, here, the issue was
nore dealing to whether or not there are uniform standards
across the station for how you evaluate a potential issue,
how do you close a potential issue, and, you know, standards
in those areas. And based on recent work, we feel the
st andards have been brought to a much nore uniformlevel.
But at the tinme that the consultant sawit, there was still
some raggedness, different -- differing approaches anong the
three units. These were the two concerns that were nost
nmeani ngful to me.

Dave, do you want to add on the recent report, or
go back to the earlier report?

MR QCOEBEL: Well, the earlier report was very
critical of us for not being fully integrated at the site
and not having a strategic focus that supported the overall
site mssion. W were out doing our thing, and with some
degree of success, but it wasn't in a focused manner. W
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have restructured to create that focus, and set up a plan,
which | will brief you on alittle later, whenit's ny turn
that lays out the ability to fully integrate our own staff
and in so doing provide a nore neani ngful feedback to the
line in their endeavors.

They also felt previously that -- well, | guess
those were the two things, lack of strategic focus by
nucl ear oversight and | ack of integration among oversi ght
itself, and both those areas in the followup report, they
said they were very satisfied with

The areas which they -- |'ve got the report right
here. The areas which they said they were not satisfied
with are -- two of the ones are -- two main ones are the

ones M. Kenyon has al ready tal ked about, elements of the
corrective action programand el enents of the conduct of
oper at i ons.

The ot her things which they said in particul ar
they felt nuclear oversight had to concentrate nore heavily
on was we had to work harder to inprove our plant know edge.
So what the individual did, would take ny people out in the
pl ant and see how much t hey knew about the actual systens,
and he wal ked away feeling that anong some of ny team they
weren't sufficiently know edgeabl e in the systens
t hensel ves. So across the board, they didn't know the plant
wel | enough. And that's a true fact. 1've got, out of ny
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entire team | only have, | think, seven people that have
i censes or sonmething, at one time had been |icensed.

So plant know edge is one area they said we needed
to put nmore enphasis. They said we needed to spend nore
time inthe field; felt that we should really -- it wasn't a
deficiency decided fromthe past, but basically we needed to
put nore enphasis on frank performance appraisals. W were
not being critical enough to our own enpl oyees on how wel |
t hey were doing and how wel |l they were not doing, and the
other area was they felt we needed to inprove our
communi cati ons between ny organi zati on and the NRC. They
felt our communications were not very good.

CHAI RVAN JACKSON  1'd like for the NRC Staff,
actually, to speak to these issues when you come to the
t abl e.

MR GCEBEL: So those are the itenms that were
poi nted out.

CHAl RVMAN JACKSON  Thank you.

Conmi ssi oner ?

COW SSI ONER DI AZ: Yes, | just have a question.
I'msure that as all of these processes are evol ving, they
are always containing a clear separation between oversight
and conduct of operations, that your oversight committee is
not a managenent function and does not get directly invol ved
in the conduct of operations, which at times appeared to
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have been a problem but actually perfornms its oversight

functions in an independent manner. |Is that --
MR QCEBEL: And that is what we are doing. W
have -- | have people in ny organi zati on who do go, spend

days at a tine in the control room and just sit in the back
and nonitor and see who does what and how they do it, and
then we provide that feedback. W have set up systens to go
back and specifically nonitor the conduct of operations.

And we have brought people in fromthe outside to assist us
inthat, qualified operators fromother sites

MR KENYON But a clear separation --

CHAI RVAN JACKSON | think the Conmi ssioner's
point is that the managers -- the managenment manages the
station?

MR QCEBEL: Right.

CHAI RVAN JACKSON  And at the sane tine, in order
for oversight to be effective, it has to be independent.

MR KENYON Right.

MR QCEBEL: Absolutely

MR KENYON To wap up ny opening remarks, |
wanted to indicate what | consider to be the nost inportant
renmai ni ng chal l enges, and this is beyond the i medi acy of
reachi ng physical readiness on Unit 3. ne is denonstrating
-- and | have already said this in response to one of your
questions -- denonstrating both that we can identify
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saf et y- consci ous environment matters before they become
maj or issues, and that we can effectively resolve themin a
timely manner. You are going to hear nuch nore about this
in Mke Brothers' presentation.

Anot her challenge is to denmonstrate that the
corrective actions we are inplenenting are effective, and
Marty Bow ing's presentation will discuss our corrective
action efforts in nmuch nore detail.

W al so nust denonstrate the effectiveness of our
configuration managenment program and certainly a key item
inthis regard is responding to the out-of-scope SSFI
i nspection results, and Marty will further address that in
hi s presentation.

To summarize, | believe that satisfactory progress
is being made on all key issues, which means the issues are
either satisfactory for start-up, or tracking to
satisfactory, recognizing, again, that there are certain
el ements inside those issues that still need a |ot of
attention. But on an overall basis, we feel all issues are
on track, or there.

So | would now like to call on Mke Brothers to
conti nue.

CHAIl RVAN JACKSON  Before he continues, let ne
just ask you this question. This has to do with this issue
of definition of satisfactory.
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MR KENYON:  Yes.

CHAI RMAN JACKSON  Now | noted that on the Sargent
& Lundy last slide, they noted that over half the cl osed
deficiency reports were not identified by your configuration
managenent program And so what do you nean when you say
it's satisfactory or tracking to satisfactory?

MR KENYON \Vell, satisfactory means two things
to us:

e -- and we have placed a considerabl e focus on
safety significance, and thus as we have gone about our
activities, we have | ooked at what we have discovered froma
saf et y-si gni fi cance perspective, and we have al so | ooked at
what Sargent & Lundy has di scovered froma
safety-significant perspective, and | think we are in good
agreenent there.

But the other inportant area is conpliance, and in
that area there have been nore itens than we woul d have
anticipated that don't necessarily represent true safety

i ssues, but do -- are inportant fromthe perspective of
conpliance. I'mnot at all trying to say conpliance isn't
i nportant.

In that regard, we have nore than we thought we
m ght have, even though the safety-significance |evel is not
-- and as part of our process, because certainly before we,
Northeast Wilities, present ourselves as ready to start up
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we have got to be satisfied that we not only have addressed
the things that need to be addressed froma safety
perspective, but we need to be satisfied that we have
addressed things froma conpliance perspective. And we are
still evaluating, Chairman Jackson, what the Sargent & Lundy
findings, or what the NRC SSFI findings say to us,
particularly fromthe perspective of conpliance. And we
will be prepared to address that, but that's still open in
our mnds, and we need to pursue that.

CHAI RVAN JACKSON  You know, the Conm ssion
recently issued a statenent on safety and conpliance, and |
comrend it to you, for you to read it.

MR KENYON: | have it.

CHAl RVMAN JACKSON  And to share with all of your
key people, and to use it as a tenplate as you think about
the extent to which what you are doing is consistent.

MR KENYON Ve will.

M ke.

MR BROTHERS: Thank you, Bruce.

Good norning. My name is Mke Brothers, and | am
t he executive sponsor for establishing and maintaining a
saf et y- consci ous work environment at M| | stone station.

Qur definition of a safety-consci ous work
environnent is a safety-conscious work environment is an
envi ronnent where all menbers of the NU nucl ear team feel
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confortabl e rai sing any issue inportant to them with the
confidence that the issue will be addressed wi th conm tnent,
respect, and tinmeliness.

This definition is consistent with the NRC s
position stated in their policy statement dated May 14th of
1996.

This presentation will present our success
criteria and current progress towards establishing a
saf et y- consci ous work environment at M| I stone station

This slide gives our six high |evel success
criteria which were used to ensure that we have successfully
established and are in a position to maintain a
saf et y-consci ous work environment at M| stone station

I will discuss the first four of these success
criteria. The last two, enployee concerns oversight panel
and Little Harbor Consulting validation of our efforts, are
i ndependent verifications that are ongoing at this tine.

Qur assessnent shows significant progress has been
made and, although we do not neet our own high standards for
two of our success criteria, we believe that we are on track
to support the restart of MIlstone Unit 3 in the area of
saf et y- consci ous work envi ronment.

The first criteria that | wll discuss is a
wi | lingness of enployees to raise concerns. W believe that
this success criteria is currently being net; to use your
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termnol ogy, we rate this as currently satisfactory.

Thi s graph shows our current |eadership results to
support the success criterion of enployees' wllingness to
rai se concerns. As shown in the slide, our criterion is at
greater or equal to 90 percent of people are willing to
raise issues to their i medi ate supervisor. The current
value is approximately 97-1/2 percent. This criterionis
currently satisfactory.

CHAl RVAN JACKSON  Wiat' s your sanpl e size?

MR BROTHERS: The sanple size is in excess of
2000 respondents; about 2600.

CHAl RVMAN JACKSON  And that's out of how many
peopl e?

MR BROTHERS: |It's approxinmately 82 percent
response rate in the survey.

This graph shows the culture survey results to
assess the percentage of respondents who agree that there is
a safety-conscious work environnent in their work area.

Al though this nmeasurenent is not yet at our |ong range goal,
we believe that current results in the overall culture
survey, coupled with the percentage of people who are
willing to raise concerns to their supervisor, meet our
acceptance criteria for this success criterion.

CHAl RMAN JACKSON  What is the actual percentage?

MR BROTHERS: 82 percent.
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CHAl RMAN JACKSON  |s it going down or up?

MR BROTHERS: It's approximately the sane. It
went up a statistically insignificant anount from one survey
to anot her.

CHAl RVMAN JACKSON  Sanme nunber of respondent s?

MR BROTHERS: Correct.

Thi s graph shows our confidentiality plus
anonynous trend. The top line is the total nunber of
concerns received per nonth, and the bottomline is the
total nunmber of concerns which are requesting either
confidentiality or are anonynous. Qur criteria is that no
adverse trend exist in this area.

Thr ough Novenber, this criteria is being net.

CHAI RVAN JACKSON  You don't have a criteria that
actually relates to whether the nunber is acceptably [ow, or

MR BROTHERS: At this time, no. W believe that
what we are primarily looking for is an adverse trend. It's
consistent -- for instance, in Novenber, the total nunber of
concerns went down dramatically to six; yet the nunber that
were received that were either confidentiality or requested
anonynous was four. There's not a |lot that you can gain
fromthat imrediately, but we know that if we detect an
adverse trend, we'd act upon it. Soit's really a trend
i ndi cator versus an absol ute nunber.
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CHAl RVAN JACKSON:  Zero is not an appropriate
goal ?

MR BROTHERS: Well, that's a goal; we don't think
we can achieve that. W have sonme sort of frictional type
of nunbers coming in that we believe, this has probably
evol ved like an | ST acceptance criteria, we develop a
baseline. The baseline | ooks to be about three or four.

The second criterion that we will discuss is the
ef fectiveness of our |ine nmanagenent in handling issues.
Like the first criterion, we believe that we are currently
neeting this success criteria. Therefore, this will be
judged as satisfactory.

This graph shows the tineliness of our CR
eval uations, CR being condition report. The goal is 95
percent of all evaluations performed in | ess than or equal
to 30 days. The lower line represents our actual
performance. This indicator is a backward-I| ooking
i ndicator, since by definition it needs to be at |east 30
days after the CRinitiation to determne success or
failure. There are currently 4.9 percent of all CR
eval uat i ons whi ch have not had their eval uations conplete
within 30 days on the MIlstone Unit 3. So the snapshot in
time as of yesterday is it's being net. |If current
perfornmance | evels continue, this criterion will net for
nost of Unit 3.
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CHAl RVAN JACKSON  What kind of evaluation is done
within that 30 day tine franme?

MR BROTHERS: It depends upon the significance.

A significance level 1 CRrequires a root cause eval uation
list, that is formally waived. A significance level 2 is an
eval uati on done and approved by a supervisor and a
managenent review team and level 3 requires only the
supervi sor's approval .

CHAl RVAN JACKSON  Are operability issues included
in this nunber?

MR BROTHERS: Yes.

CHAl RVMAN JACKSON  So they are not dealt with or
reviewed on a shorter --

MR BROTHERS: A nuch shorter. The reasonable
assurance of continued operation is 24 hour clock on
operability call.

CHAI RVAN JACKSON  What caused that initial
adver se trend?

MR BROTHERS: The nunbers coming in and our
inability to keep up with them And then we turned it when
we started turning -- the nunbers came down us, we conpleted
di scovery is what you are seeing.

Thi s graph shows our current condition report
eval uation score. The score is devel oped by averaging all
CR eval uations which are reviewed by the managenent review
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teamduring each nonth. A CRreceives a 4 if its evaluation
is accepted without conment; a 2 if it is accepted with
comment; and a zero if it is rejected by the managenent
reviewteam This criteriais currently satisfactory.

Thi s graph shows the percentage of all action
requests as a result of condition reports which are overdue.
The goal is less than or equal to one percent. Currently,
approxi mately 2.4 percent of action requests as a result of
condition reports are overdue at MIIlstone Unit 3.

Si gni fi cant managenent attention is being devoted to this
netric and we expect this goal to be at goal for MIIstone
Unit 3 prior to restart, so this would be tracking to
satisfactory.

CHAl RVAN JACKSON:  The scale that | aml ooking at,
can you say what you -- relate what you said in terns of the
smal | percentage to what |ooks |ike 30 percent on this
scal e?

MR BROTHERS: Yes. These are -- what you are
| ooking at here is the total nunmber of overdue action item
tracki ng and traini ng systens, independent of whether they
are CRs or non-CRs. The actual CRis nuch -- is a smaller
subset of this. So this is all action itemtracking and
trai ni ng systens overdues.

Athird criteria that | will discuss is the
ef fectiveness of our Enpl oyee Concerns Program \Wile
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substantial progress has been made in this area, we do not
yet meet our own high standards for performance in this
area. This area will be judged as tracking to satisfactory.

This slide shows the concern investigation
timeliness. The top line represents the 90 percent goal, in
other words, that is sinply 90 percent of the total nunber
of concerns received per month, and the bottomline
represents actual performance. Qur goal is to have greater

than or equal to 90 percent of all investigations conplete
within 45 days. |If we were nmeeting this goal, the | ower
line woul d be at or above the 90 percent goal line. As you

can see, this criteria is not yet being met.
Wiile we are evaluating the validity of this as an
i ndi cator of the effectiveness of our Enpl oyee Concerns
Program we do believe that tineliness of investigations is
a valid indicator of the perfornmance of the Enpl oyee
Concerns Program W also feel that a focus solely upon
investigation timeliness can result in a degradation of
per f ormance or responsi veness of the Enpl oyee Concerns
Prograns. W would just this as tracking to satisfactory.
CHAl RMAN JACKSON  Let me ask you a questi on.
There seens to be a di screpancy between the title, which
says within 30 days, and the | egend, which says 45 days.
MR BROTHERS: Yes. The slide is changed to 45
days on the overhead. That was error in the one that was
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provi ded to you.

CHAl RVMAN JACKSON  Ckay. And al so the nunbers,
the curve seemed to shift.

MR BROTHERS: Yes. This is sinply the nost
up-to-date val ues that we have. Throughout the slide show
that you see, the values are as up-to-date as we can get
them They are updated on a weekly basis.

CHAl RVAN JACKSON:  Ckay.

MR BROTHERS: This slide shows a netric which is
still under devel opnent. Wat we are trying to neasure is
t he nunmber of enpl oyees who are satisfied with their
experience with the Enpl oyee Concerns Program The top line
shows the nunber of enpl oyees who were surveyed to assess
their degree of satisfaction with the Enpl oyee Concerns
Program The bottomline shows the nunber of enpl oyees who
were expressing satisfaction with the Enpl oyee Concerns
Pr ogram

As | said earlier, we are evaluating the
i npl enentation of this netric. For instance, in Novenber,
20 surveys were sent out, four responded, and, of those,
three expressed satisfaction. Although a clear-cut success
criteriais difficult to establish for this netric, it is
clear that the current satisfaction index, to coin a term
does not meet our expectations.

CHAl RVAN JACKSON  Wiat are your expectations?
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MR BROTHERS: W have set an expectation of 75
percent. W don't know yet if that is going to be
achi evable. And we have to eval uate what the |arge nunber
of non-respondents nmeans as well. So we are using the
Enpl oyee Concerns Oversight Panel, in addition to Enpl oyee
Concerns Program to do that for us.

COW SSI ONER DI AZ: The difference between the two
line is not respondi ng?

MR BROTHERS: Correct.

CHAl RMAN JACKSON  And that is a | ower response
than you have for these other?

MR BROTHERS: Mich.

CHAI RVAN JACKSON  Much | ower.

MR BROTHERS: Yes.

CHAl RVMAN JACKSON  Wiat is that the response rate
agai n?

MR BROTHERS: W had 20 surveys sent out and only
four responded in Novenber. And we don't yet know what that
means.

The fourth criteria is our effectiveness in
recogni zi ng and renedi ati ng probl emareas within the
M || stone organi zation. Based upon our primarily reactive
response to problemareas, we not currently neeting this
success criteria. This would be judgnent as unsatisfactory.
Probably at the borderline towards tracking to satisfactory,
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and you will see why, | believe in a few noments.

CHAI RVAN JACKSON  What is the duration of the
trai ni ng sessions?

MR BROTHERS: Are you on the next slide?

CHAl RMAN JACKSON  Yes. | amgoing to nove you
along. You had 45 minutes and you gave us 61 slides.

MR BROTHERS: Ckay.

[ Laught er.]

MR BROTHERS: | can nove faster.

MR MRR'S. Believe me, he can. W all know he
can nove faster.

[ Laught er.]

MR BROTHERS: Let me -- |let ne address each of
t hese --

COW SSI ONER DI QUS:  They have nore information,
so they have given it to us.

MR BROTHERS: This, the Forum for Leadership
Excel l ence is two weeks. The first one, the Managi ng for
Nucl ear Safety, is a one day course. Qvil Treatnent is a
one day course. And 50.7 is four separate half days.

This slide, as | have said, shows a conpil ation of
our current status of providing training to our supervisors
and above at MI|Ilstone Station. Qur criterion is that
greater than or equal to 95 percent of all supervisors have
been trai ned and denonstrate ninimumrequired know edge via
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witten testing. This criteria is not currently being met.
It would be judged as tracking towards satisfactory.

VW expect to neet this criterion by March 1998 to
support the restart of MIlstone Unit 3.

CHAI RVAN JACKSON  Was Little Harbor not satisfied
with these percentages? Because | amgoing to read, in
terms of -- fromtheir reviews, they found that the Enpl oyee
Concerns Program the Safety Consci ous Wrk Environnent and
t he Managenent Activities were not adequately coordinated.
| amgoing to ask themthis question, too, but |I want your
perspective on it. And they stated that the training was
not tinely and that managenent training was |acking --

MR BROTHERS: Right.

CHAI RMAN JACKSON  -- in the areas of protected
activities, retaliation and chilling effects. So tell ne
about that.

MR BROTHERS: The prinarily was due to the slow
start. | believe that they will express satisfaction now,
but the slow start, and, | woul d agree, the lack of

coordination earlier this year, is the main result of that.

MR MRRIS: W may not have been listening as
wel |l as we should have early on, but the nessage is clearly
horre now.

CHAl RVAN JACKSON:  Ckay.

MR BROTHERS: The next slide, this slides shows
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the current trend for enpl oyee concerns all eging instances
of harassment, intinidation, retaliation, or discrinination,
with 10 CFR 50.7 inplications. The top line shows the total
number of concerns received and the bottomline indicates
those concerns with 50.7 inplications. Qur criteria is that
we do not have an adverse trend in this area. This criteria
is currently met and will be judged as satisfactory.

It shoul d be noted, however, that when we include
other types of harassment, intinidation, retaliation, or
di scri m nati on, such as age, race or gender discrimnation,
that we did not neet our expectations in this area.

Ext ensi ve executive invol vement in any confirned
cases of harassment, intinidation, retaliation or
di scrim nation, regardl ess of whether or not there are 50.7
inplications, will ensure that corrective actions up to and
i ncl udi ng reassignment or renoval are effective in
elimnation of instances of harassment, intimdation,
retaliation or discrimnation at MI|stone Station.

CHAl RVAN JACKSON  |s that how you intend to
address, you know, meet your own standards in that area?

MR BROTHERS: That's correct. These are
comuni cated via ECP HR programto ne. | communicate it to
the executive teamand we take action.

This slide shows our total number of probl em areas
at MIIstone Station. A problemarea is any area in which a
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safety conscious work environment nmay not exist. Problem
areas are identified by input such as Enpl oyee Concerns
Program Empl oyee Concerns Oversight Program Little Harbor
Consul tants, | eadership survey or culture surveys.

Qur success criteria is that the total nunber of
probl em areas be decreasing. Wile we nmeet that criteria,
we have not yet denonstrated the ability to pro-actively
identify and remedi ate probl ens prior to them beconi ng
obvi ous probl ens. W have several exanples of pro-active
responses to potential problemareas in the recent past. In
ot her words, we have successfully prevented areas from
beconi ng probl em areas by effective intervention.

W expect this performance |level to continue to
i nprove and the organization's ability to identify and
prevent problemareas to take precedence over our ability to
renedi at e probl em areas whi ch have been allowed to occur.

CHAl RVAN JACKSON: Wl |, you know there is Delta
X, | always say this, and there is Delta X Delta T. Right.
And so what you have shown us is Delta X Delta T. But then
one can look at Delta X and ask are you satisfied?

MR BROTHERS: And the answer woul d be no.

Returning to our success criteria, we believe that
we are nmeeting our criteria for enployees' willingness to
rai se concerns, shown in green; |ine managenent's
effectiveness in dealing with issues rai sed by enpl oyees,
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al so shown in green. The two shown in yellow -- or you can
barely see it in yellow. Wile we have made significant and
nmeani ngf ul progress towards establishing an effective
Enpl oyee Concerns Program we do not yet meet our own high
standards in this area with regard to tineliness of
eval uations and satisfaction of enpl oyees who have used this
pr ogr am

The fourth success criterion, our ability to
recogni ze and address problemareas, is where we have nade
the least progress. Significant progress has been made over
the last nonth, but, based upon our slow start, this area
will be our focus going forward.

The remai ning two success criteria, Enployee
Concerns Oversight Panel and Little Harbor Consulting
concurrence are underway and expected to support the
MIllstone Unit 3 restart schedul e.

CHAl RVAN JACKSON:  Can you gi ve us some sense of
the significance of the issues that have been rai sed?

MR BROTHERS: Wthin the Enmpl oyee Concerns
Pr ogr an?

VW have netrics, different types of significance.
Froma material significance standpoint, very |ow nunbers.
W tracked themas inpact on maintenance rul e and act ual
power bl ock inplications, very, very small nunbers of
enpl oyee concerns in that area.
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The nost significant aspects involve either 50.7
or other types of harassment, intinidation, and those are
the nmost significant we had.

The percentages are, if you roll in all types of
harassnent -- intinidation, retaliation, discrinination --
are higher than what we want at this time, and that is where
the significance is.

Finally, | want to address the organi zational
changes that we have nmade to address the establishment of a
safety conscious work environment at M|l stone Station.

To allow ne to focus on this area, Jack ME wain
has been placed in charge of the day-to-day operation of
MIllstone Unit Il1l1. Thisis a direct result of a need to
conti nue the nomentum we have towards establishing a
saf et y- consci ous work environment at M|l stone Station.

In addition, Jack MHE wain, taking over the
day-to-day operation of MIIstone Unit Ill, the reporting
rel ati onship of the Enpl oyee Concerns Program has been
changed to report directly to ne.

This change, along with the designation of a
recovery officer to oversee the area of Human Resources and
a nore coordinated utilization of the Enpl oyee Concerns
Oversight Panel, ensure that we have the organization in
place to fully establish a safety-consci ous work environment
at MIlstone Station.

ANN R LEY & ASSQO ATES, LTD.

Court Reporters

1250 | Street, NW, Suite 300

Washi ngton, D.C. 20005
(202) 842-0034



OCO~NOUITDWNPE

45

The progress indicated in the metrics presented
today and in nore detail in your briefing information al ong
with the organi zational changes recently put in place give
us the assurance that we are on track to support M| stone
Unit Ill's startup in the area of safety consci ous work
envi ronnent .

If there are no further questions, | wll turn the
presentation over to Marty Bow ing to discuss corrective
action and configurati on managenent.

CHAl RVMAN JACKSON  Thank you.

MR BROTHERS: Thank you.

MR BOMING Good norning. Before | start ny
formal remarks, let ne go back to your question on procedure
adherence and | et you know that our standard for procedure
adherence has not been accept abl e.

VW have put considerable effort into revising and
rai sing that standard and as of Septenber 30th inplemented a
newer and hi gher standard commrensurate with the industry.

Ve al so have a nunmber of metrics with which we are
nmoni tori ng our procedural adherence so that we will have
real -time feedback on what nore we may need to do, but we
have the right standards in place. They are inplenented and
now we need to inplement them

CHAl RMAN JACKSON  Let me ask you a questi on.
Everything | eads to anot her questi on.
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You made an interesting statenent. You said that
as of Septenber 30th you had put a new procedural adherence
standard into place that is consistent with industry and
then as we talk you tal k about the various standards you
have in pl ace.

How do you determ ne those standards, and in fact
are you using industry standards in all of these key areas,
not just for procedure adherence but corrective actions --

MR BOMING Yes. These key prograns that Bruce
listed for you, we have executive sponsors and issue
managers for each one of those and part of our job is to
make sure that our programarea is at the right standard, at
the industry standard or higher.

| want to talk about the radiological control area
errors. | have a specific slide for that as well as the
Sargent & Lundy issues.

MR KENYON But to continue with the question,
this is a leadership teamthat cane fromthe rest of the
i ndustry, so we have our individual perspectives on
standards in the industry and we utilized that to a
consi derabl e extent, but there are al so areas such as safety
consci ous work environment where | think by the tine we get
through with this we will probably have set a nodel for the
rest of the industry, so we are very attentive to industry
standards but, first and forenmobst, we nust satisfy oursel ves
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that what we are doing is right and it nakes sense.

| think by the time we finish the MIIstone
recovery others are going to come to us in a nunber of areas
to see what -- the standard that we have set.

CHAl RVMAN JACKSON  Right. | appreciate that
point. The only reason | raised the question is because
obvi ously you had a renormalization of your standard --

MR KENYON:  Yes.

CHAI RMAN JACKSON  -- in this particul ar area.

You were not at or above the industry standard so that that
is arelevant question. Wy don't you go on.

MR BOMING Wen | talked to you in August |
di scussed the status of corrective actions to restore
configuration at M1 stone.

M ke Brothers has just discussed the relationship
of a strong Corrective Action Programfor a safety conscious
wor k envi ronnent .

Today | will update you on our progress. In doing
so, | will reviewthe major attributes of our program as
wel | as overall effectiveness.

In general terms, it is ny viewthat the
Corrective Action Programis on track to fully support Unit
[l restart readiness.

This slide shows the four major programmatic
el ements and the supporting attributes of our Corrective
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Action Program | have color coded this slide to represent
the current status which focuses on Unit II1.
Overall, significant progress is being made but as

you can see we are not yet conplete. The two key el enments
of problemidentification and probl emeval uati on are neeting
expectations. They are satisfactory.

However, the key el enents of problemresol ution
and corrective action effectiveness needs i nprovenent,
al though they are on track for satisfaction.

VW have action plans in place to neet expectations
in each of these areas by the end of January of next year.

Let me further el aborate on some of the key
attributes of the Corrective Action Program

CHAI RVAN JACKSON  Let e | ook at that. | have
this page A-73, okay?

MR BOMING Yes.

CHAl RVAN JACKSON  And that is fromyour status
book, and | noted that as of Novenber, '97 you have 908
itens to work off in three nonths, according to the schedul e
that you have laid out.

MR BOMING Yes.

CHAl RVAN JACKSON  But if you ook at, and now I
amlooking at delta x delta t, you know, if you | ook at the
rate of work-off --

MR BOMING Yes.
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CHAl RMAN JACKSON  -- you know, per nonth or per
three months, up to this point, it's not consistent with
working off 908 itens in the next three nonths.

MR BOMING Yes. | have a graphic on the
restart task, but just before | get there, sone of that
will --

CHAIl RVAN JACKSON  Address - -

MR BOMING ~-- in terns of deltat, sone of it
supports physical readiness, some of it heat-up, and some of
it actual criticality, so it does go over a nunber of
nont hs.

CHAl RVMAN JACKSON  Ckay. Wy don't | let you do
t hat .

MR BOMING Al right, okay. Next slide,
pl ease.

VW have achieved a | ow threshold for reporting.
So far in 1997 MIIstone has identified and submtted over
9000 condition reports. Mst of these condition reports
have been internally identified by both unit and support
organi zations through activities such as the Configuration
Managenent Project and the over 300 sel f-assessnents that
have been performed on all aspects of our operations.

In addition, over 30 audits and 319 surveillances
have been conducted by Nucl ear Oversight for key prograrns,
processes, and activities.
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As a result, the percent of self-identified
condition reports, as opposed to being identified by the NRC
or actual events, is very high and is achieving our goal of
greater than 90 percent.

COW SSI ONER DI AZ: Yes, but what does "l ow' mean?
Does that mean that it is satisfactory?

MR BOMING Yes.

COW SSI ONER DI AZ: You could set a very | ow

t hreshol d and be swanped or you can set it -- you are
satisfied with the | ow threshold that you are receiving?
MR BOMING Yes. | think this is consistent

with what you woul d expect to see at the best performng
plants in ternms of |ow threshol d.

CHAI RMAN JACKSON  And | amgoing to ask Little
Har bor Consul tants, because apparently -- | nean the
question is, is this an indicator that the enpl oyees are
using this systemto bring forth safety concerns, and I
bel i eve based on your response to Conm ssioner D az's
question you woul d say yes.

MR BOMING Yes.

CHAl RVMAN JACKSON  But of course, you know, you
ook at all the slides and Little Harbor seens to be saying
soret hing different.

Do you have any sense of why the disparity?

MR BOMING Well, let me just comrent on the
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information that | am providing.

A significant percentage of what we are
identifying has to do with naintenance rule systens --

CHAl RVAN JACKSON:  Ckay.

MR BOMING Oganizational programmatic issues
and process errors and so it is at the heart of our
busi ness.

CHAI RVAN JACKSON Wl I, it is, but there is an
issue related to people feeling that, you know, they have
the freedomand flexibility to bring forth issues including
i ssues that may relate to hardware, and so it is a rel evant
question in ternms of what the nexus is --

MR BOMING Yes.

CHAl RMAN JACKSON  -- between the two, okay, so it
is not just a question of do we deal wth hardware.

In the end you have peopl e who run your station
and the question is do they feel that, you know, that they
can bring up the issues and get themresolved, so | am
interested in some resol uti on between what you are saying
about the hardware and what Little Harbor is saying about
peopl e's willingness to use the system

MR KENYON And we believe they are and we do not
bel i eve there is a di sagreenent between us and Little
Harbor, but certainly Little Harbor needs to speak for
t hensel ves.
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CHAl RVAN JACKSON:  Ckay.

MR BOMING Finally, no backlog of operability
and reportability determ nations denonstrates that our
enpl oyees understand the inportance of whether a potenti al
condition adversely effects nucl ear safety or conpliance
with the design and |icensing basis.

Expectations for the third el ement of the
Corrective Action Program tinely resolution, are on track.
Managenent and programmatic issue resolution is an inportant
i ndi cator of an effective Corrective Action Program

VW are now on track to close all of the key
managenent issues. As Bruce indicated earlier, six of the
16 key issues necessary for restart are now show ng
satisfactory results with the 10 renai ni ng i ssues schedul ed
for January and February resol ution.

As an exanple of an effective resolution of a key
managenent issue, this slide shows the progress that has
been nade in reducing entry errors into the radiol ogi cal
control l ed areas, a |ongstanding and recurring probl emarea
at MIIstone.

CHAl RVMAN JACKSON  Let me ask you a question --

MR BOMING Yes.

CHAl RVMAN JACKSON  -- on an earlier slide, right,
and | know they are the new ones, but you had overdue
assignnents for condition reports are being reduced, and the
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backl ogs.

MR BOMING Yes. | amgoing to come back to --

CHAl RVAN JACKSON  You are going to cone back to
t hose two issues?

MR BOMING Yes, na' am

CHAl RVAN JACKSON  Ckay, very good.

MR BOMING Achievenent of these positive
resul ts requi re managenent standard-setting, accountability,
and coaching of the workforce. W are now performng at an
error rate nuch better than the industry with nmore than
750,000 entries into the RCA already in 1997. Mre detail ed
di scussi on of each key issue has been provided in our
Decenber 4th Progress Toward Readi ness to Restart briefing
book.

Com ng back to overdue assignnents, the tinmely
resol ution of issues are the nunber of overdue corrective
actions which Mke Brothers has al ready discussed. | woul d
just add that the overdue rate for the nost significant,
which we call the level one of the condition reports, is
around 5 percent at this point and that is why it is not yet
satisfactory. And the size and control over our backl ogs.

Backl ogs are being reduced on Unit 3 as indicated
in the next slide.

Restart tasks include those itens that nust be
conpl eted to support the conduct of safe operation as well
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as conpliance with the regul ati ons. Backl og perfornance
indicators for the NRC significant itens list and procedure
revi si on backl ogs are al so provided in your handout and they
show simlar trends. Jack will also discuss naintenance and
nodi fi cati on backlogs in his portion of the presentation.

COW SSI ONER DI AZ:  Excuse ne.

MR BOMING Yes.

COW SSI ONER DI AZ: Are you tracking the time |ag
bet ween an engi neering issue being put into the task of the
work orders and the actual initiation or conpletion of the
process, the actual work? |Is that a problen? Because |
seemto see a tine |ag.

MR BOMING There is a tinme |ag.

MR MELWAIN The tine lag fromthe engineering
perspective, we put a corrective action in place that
requires physical work. W track that very rigorously and
we are aware of everything that is out there that may be
physical work. If it's not, if it's a calculational change
or if it's a study, we're not quite as rigorous in tracking
the time fromconception to conpletion.

COW SSIONER DI AZ: You do realize that this |ast
slide that you have in there, by sone neasure, you are
tracking leniently down, which normally neans you have a
very rigorous and rigid process. |s that true?

MR BOMING The process is efficiencies
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obviously could be inproved. But one of the things that you
have to consider is that some of the tasks are interrel ated.
So a lot of corrective action because of our controls, that
is, you can't close out until all the work is done, is tied
to physical work.

So we woul d expect, with reaching the mlestone of
physi cal readi ness, which is projected later this year, that
a significant amount of these will go to closure. Presently
there are 46 percent of these activities that are coded to
conpl etion of physical work conpletion review

COW SSI ONER DI AZ: Ckay.

MR BOMING Next slide, please.

The | ast element of the MIIstone corrective
action programis resolution effectiveness. W are using a
nunber of attributes to judge effectiveness in this area,
including the NRC s seal closure quality, self-assessnments
of conpleted corrective action and the | CAVP review results.

Wth respect to the NRC s significant itens |ist,
nore than 80 percent of the required cl osure packages have
been provided to the NRC for review As is docunented in
the NRC i nspection reports, the quality and conpl et eness of
t hese packages has been good.

CHAl RMAN JACKSON:  Let me ask you a questi on,

M. Bow ing.
Have you had exanpl es or do you track whet her
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there are any design basis issues that continue to arise
after the systemhas been conpl eted? Do you keep track of
t hat ?

MR BROTHERS: Yes, we do. One of the first
questions that we ask, when a condition report comes up for
t he managenent review teamis, should this have been
di scovered, this discrepant condition, and if it is, in nost
times, not only is there a CRwitten on that fact, but
there is also a CRon the actual condition. So we track
t hat .

MR BOMING And we are al so keeping the staff as
wel | as the | CAVP contractor inforned when we have those
m sses.

CHAI RVAN JACKSON  What are some of the nost
significant technical issues that you are grappling wth?

MR BOMING Now?

CHAl RVAN JACKSON  Now.

MR BOMING Vell, let ne just give you that from
the things we found that are most significant at M| stone
Unit 3, the nost significant itemis a generic industry item
whi ch was the energency core cooling systemthrottle val ve
erosion that we found. It is now a generic industry issue
that nost plants are resolving by putting orafaces in to get
the val ves out of the cavitation range. That's one.

| woul d say the aggregate inpact of all the eight
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probl ens we found with the recircul ation spray systemwas
significant, although the systemwould still have been abl e,
we believe, to performits safety function. There is a
final evaluation going on to in fact prove that we found a
number of issues on RSS and the SBO station bl ackout diesel
battery capacity was significant in our minds as well.
Those were the nost significant itens that we found.

CHAl RVAN JACKSON:  Ckay.

| note, you know, it's always interesting to ne,
and | know that you prpeare your slides and, you know, you
get your final formbut what's interesting is what's
m ssi ng.

[ Laught er.]

CHAl RVAN JACKSON  And in your previous set of
slides related to this in this category about corrective
action resolution effectiveness, one of your criteria was
that | ongstandi ng probl ens are bei ng addressed.

MR BOMING Yes.

CHAl RVAN JACKSON:  But yet it is renoved in this
current set. Can you just explain that renoval ?

MR BOMING Yes. This was an adninistrative
change. | tried to address the effectiveness in the third
el ement and ny exanpl e of radiol ogical controlled areas was
meant to address that.

CHAl RMAN JACKSON  Ckay, so you're saying --
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MR BOMING But it's certainly not |lost from our
pr ogr am

CHAI RVAN JACKSON It is subsumed?

MR BOMING Yes.

CHAl RMAN JACKSON Ckay. Thank you.

MR BOMING Ckay, we are al so performng our own
sel f-assessnents of the conpleted corrective actions that
are nost inportant to nuclear safety and overall
organi zati onal effectiveness. W have not found any
technical deficiencies with conpleted corrective actions
that will be considered of high safety significance.

However, | want to take just a mnute to elaborate on this
poi nt because we have found nore deficiencies than expected
with conpleted corrective actions, especially for those
corrective actions that were conpleted prior to inplenenting
our current standards.

As aresult, we are verifying the quality and
conpl et eness of the nost significant corrective actions we
have conpl eted during the last two years. This extra effort
wi |l provide additional confidence that past corrective
actions neet today's standards. And with respect to
corrective actions being conpleted now, we are setting a
hi gh standard and our assessnents show that corrective
action quality has significantly inproved.

Finally, our assessnent of the | CAVP review
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results today are telling us that the corrective actions
taken to restore the design, licensing and operating basis
have been effective in identifying both safety and
programmati c i ssues. A characterization of the issues found
by the NU during the configuration managenent project are
sunmmari zed in your handout.

The next slide shows the significance of what has
been found. This slide shows the licensee reports submtted
under 50.73 that have been subnitted by MIlstone Unit 3 as
aresult of the corrective actions taken to restore the
design licensing and operating basis. The safety
significance is based on risk-inforned qualitative insights.
As you can see, nost of the 101 total itens are classified
as |l ow safety significance.

V¥ have al so revi ewed approxi mately one-third of
the potentially safety significant discrepancy reports
identified by the | CAVP contractor. These are the |evel 1,
2 or 3 discrepancy reports. Qut of that we have confirned,
out of that one-third, that only three | ow safety
significant issues, and no noderate or high safety
significant issues have been m ssed by the NUCOW effort.
And so if you go to the Sargent & Lundy slide, you will see
that two of the three that | amtal king about are indicated
t here.

CHAl RVAN JACKSON:  You mentioned that you use
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risk-informed qualitative insights. Have you been able to
apply nore anal ytical, quantitative anal ytical methodol ogi es
for certain key systens to get a sense of the relative risk
si gni fi cance?

MR BOMING W have not done a quantitative. W
are extending the qualitative assessnent to | ook at the
aggregate inpact to the extent that we can, and this is
certainly sonething that has not been undertaken, but we are
trying to look at, froma total aggregate standpoint, what
is the safety significance.

CHAl RVAN JACKSON:  Ckay.

MR BOMING Ckay. A though we must still
conplete our reviews of all of the identified potenti al
di screpancy reports, and have them confirmed by both the
| CAVP contractor and the NRC staff, we believe that the
Confi gurati on Management Program has been effective in
finding and addressing safety significant issues.

Wth respect to the NRC inspections, the tier 1
out of scope safety system function inspection has been
evaluated on Unit 3. Their tier 2 and 3 inspections are in
progress. As you know, these NRC inspections are resulting
in a nunber of potential violations. Al though we do not
believe that the findings, in thenselves, are of high safety
significance, they do indicate sone program weaknesses and
absol utely do not meet our standards for conpliance.
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Fromthe NRC tier 1 inspection report, we are
addressing the identified programweaknesses now. The first
deal s with the design and operating interfaces between
systens that are relied upon to performa safety function.

Wth respect to design and operating interfaces,
we have utilized a nmulti-discipline functional reviewteam
This effort expands what we have al ready done on CWP by
addressing accident mtigation and the dynamc interactions
of stand-by systens with operating systens during a
transient.

Conceptual |y, we are |ooking horizontally at an
overall systemresponse to accidents and integrating that
with our COWP, which was a deep but graded systemspecific
vertical slice.

Therefore, our functional reviewis a reasonable
sel f-check of the effectiveness of OW froma safety and
desi gn basis perspective, and provi des a hi gher assurance
that safety systens will function in concert during any
pl ant transient.

This review has not found any significant safety
i ssues or non-conpliances with the design or |icensing
basis. Lower significant itens have been identified and are
bei ng assi gned for corrective actions.

The second weakness identified in the tier 1
i nspection report deals with the accuracy of procedures to
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neet the technical specifications surveillance requirenents.
Wth respect to conpliance with the technical
specifications, we are currently conducting further reviews
and no new reportabl e non-conpliances have been identified.

The NRC tier 1 inspection report also indicates
that additional attenpt to FSAR accuracy and procedural
conpl i ance i ssues are warranted.

Finally, the NRC prelininary tier 3 inspection
results have been debriefed with us.

CHAl RVAN JACKSON: Let me ask you question about
this.

MR BOMING Yes.

CHAI RVAN JACKSON I n terns of technical
specification conpliance. | mean you say nho new
non-conpl i ances have been identified. Have you done a full
scope of assessnents?

MR BOMING This project is still ongoing and is
scheduled to finish in early February.

CHAl RVAN JACKSON  You mnean have not been
identified to date?

MR BOMING To date. R ght.

CHAI RVAN JACKSON  And that is based on what kind
of a scope of review?

MR BOMING That is looking at all of the
surveil l ance procedures that are used to neet and adhere to
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the tech spec surveillance requirenents, and that has been
in progress since we -- our own self-assessment showed t hat
we needed to re-look at that, and so that has been goi ng on
for several nonths.

CHAl RVAN JACKSON:  Ckay.

MR BOMING Ckay. Wth respect to the tier 3
i nspection, the design -- the NRC has debriefed with us and
i ndi cated that the design control program meets Appendi x B
requirements and is able to effectively maintain
confi guration.

In sumrary, the actions that have been taken to
date to restore and maintain configuration, and to address
| ongst andi ng safety and progranmati c i ssues, are being
effective. Still, we recognize that all the corrective
actions necessary to restore full conpliance have not yet
been conpleted. This will be conpleted prior to restart.

Al so, we nust make sure that our organization
denonstrates, going forward, --

CHAl RVAN JACKSON  Prior to your coning to ask us
for a restart decision.

MR BOMING Yes, na'am oing forward -- also,
we nmust make sure that our organization, going forward,
denonstrates a healthy respect for regul ations, fromboth an
intent and a conpliance standpoint. However, | do believe
that our Corrective Action Programwill support the conduct
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of safe operations.

If there are no further questions, | wll turn it
over to Jack.

CHAI RVAN JACKSON  Conmi ssi oner Dicus has a
quest i on.

COW SSIONER DICUS:  It's another case where the
slides, the packet we had, that | studied, changed a little
bit fromthe packet that we have in front of us. The slide
didn't, but its location did.

| would like for you to go to back-up slide No. 7,
pl ease.

The slide is entitled, "Radiation Protection," and
it says, "Progress. Radiation protection practices continue
to inprove and oversight will continue to nonitor
performance." But the graphics don't show that on the
slide, fromny -- ny viewoint, and it is over only about a
four month period of tine, but the graphics basically show a
steady state, fluctuating somewhat, but a steady state.

It is back-up slide No. 7.

So ny question is, your statenent, radiation
protection practices continue to inprove, but the graphics
don't showit.

MR BOMING Ckay. This -- this is fromthe
Nucl ear Oversight assessnent of the Radiol ogical Protection
Program froma total programconcept, and Dave Goebel can
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address that nore. But fromny standpoint, what | was
trying to show was the actual violations of procedural
requirements or regulatory requirements on perfornance in
the RCA, radiological control areas. And, so, based on that
trend, we have shown substantial progress. But that is only
one el enent of the overall Radiol ogical Protection Program

COW SSIONER DIQUS:  Ckay. So there are other
aspects of it that are keeping this from being hi gher?

MR BOMING Vell, the other thing about this.

COW SSI ONER DI QUS:  That woul d be ny point.

MR BOMING R ght. The other thing about this
graph is that you can see that, even though it is at stable
trend, it is well into the satisfactory area. So it is
neeting expectations.

MR KENYON: Commissioner Dicus, | think it woul d
be hel pful that when --

COW SSI ONER DI QUS: Ckay.

MR KENYON -- M. CGoebel gets to his
presentati on and takes you through what these kinds of
slides mean, that then we can tal k specifically about that
one and put it in context.

MR MELVWAIN Good norning. | amJack MH wain,
| would like to give a present status on Unit 3.

VW are on track for Unit 3 physical readiness by
the end of Decenber. The key issues are conpletion of

ANN R LEY & ASSQO ATES, LTD.

Court Reporters

1250 | Street, NW, Suite 300

Washi ngton, D.C. 20005
(202) 842-0034



OCO~NOUITDWNPE

66
not or - oper at ed val ve work, restart nodifications, and
restart mai nt enance backl og.

The next two slides, | will explain why | believe
we are on track

This slide represents the total start-up rel ated
automated work orders. As you can see, the first vertica
bars on the left are representing nmonthly totals and the
right side are further broken down by week through the end
of Decenber. This was done to illustrate clearly what
renains to be done prior to being physically ready.

There are currently, on the slide, there are 677
automat ed work orders required for physical readiness. This
is broken down into those three categories, M)s, MDS and
mai nt enance.

The slide depicts our continuing plan which shows
the effort required for these three areas relating to AWD
cl oseout .

As you can see in the notor-operated val ve area,
there are 97 conpl eted and 46 remai ni ng, which will close
out -- of the 46 that are remaining, when we finish that
work, we will close out 171 automated work orders. That is
what this slide is intended to show us.

COW SSI ONER DI AZ: Wiat is the difference? | got
| ost between the 143 and the 171

MR MELWAIN There is no one-to-one ratio for
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143 val ves and 143 work orders. There have been about 400
work orders for notor-operated val ves, for the 143 val ves.
There is no one-to-one, bean for bean. But that just shows
when we close out those |ast 46, we will close 171 of those
aut omat ed work orders.

CHAl RVAN JACKSON:  Now, does conpl eted or cl osed
out nean that the draw ngs are updated?

MR MELVWAIN The red |ine draw ngs are updated.
The testing is conplete. The anal ysis has been done for
operability. For exanple, in the differential pressure
testing, dynanic testing, you have to go through an
operability determnation anal ysis before we say that that
val ve and that work orders are conplete. And that wll
happen.

O the 46, all but four are issued to the field
today, and work is approxi mately 40 percent conplete. And
the four that are not issued to the field are boundary
val ves for the alpha training that we are in now W need
to get five val ves back before we can issue those last four.

In the MDD area there are 127 of 182 conpl ete.
The remaining 55, 35 are in progress and will conplete with
the present al pha training outage, and the remaining 20 are
schedul ed to be conpl eted prior to 12/24/97.

CHAl RVAN JACKSON Let me go back to -- well, it
doesn't natter, you can pick either category. But if we go
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back to the MOvs, you said 97 are conplete, and | appreciate
what you say about the number of autonmated work orders
versus the nunber of valves, but in ternms of getting some
sense of, you know, of a match-up between the two, if 97,
the work, | presune you mean, on 97 MOVs is conplete. How
many of the automated work orders does that -- none of them
are done, related to that, or --

MR MELWAIN  About 300 of the autonated work
orders relating to notor-operated val ves are done with those
97.

CHAI RVAN JACKSON W th those 97.

MR MELWAIN But the nunber mght be 250, but it
is --

CHAl RVAN JACKSON | under st and.

MR MELVWAIN It isin that range. And it is not
just the physical work, is through testing conplete al so.

CHAI RVAN JACKSON  So the 171 are associated with
the 46 left?

MR MELWAIN Yes.

CHAl RVAN JACKSON:  Ckay.

MR MELWAIN In the corrective maintenance area,
the work for al pha training has been issued and performance
is on schedule to meet conpletion prior to 12/24/97.

CHAl RVAN JACKSON  Now, agai n, you know, you
al ways have steep work-off curves. | asked the question
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about stress when you were here before, you know, stress on
your nanager and stress on your peopl e.

MR MELWAIN Yes.

CHAl RVAN JACKSON Do you want to nake some
comment s al ong --

MR MELVAIN  Vell, | will tell you that if you
| ooked at the people responsible for these activities right
now, they are the opposite of stressed. They are excited
because they see the end of their very, very long effort.
That is purely ny personal judgenent, but that is what |
see.

MR MRRS M teamalways gets a little upset
with ne when | raise this issue, but if we don't finish this
work till after the holidays, so that people can enjoy some
time, that woul d be acceptable with us. But they don't like
nme to say that.

MR KENYON:. And it is not that we don't |ike him
tosay it. It's really okay.

But just to add anot her comment, Chairman Jackson,
the difference between what you are seei ng now and what you
have seen in previous presentations is that we have had
previously a big backl og of work, some of which was
schedul ed. What we have now is a nuch snall er backl og of
wor k.

CHAl RMAN JACKSON  still big though.
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MR KENYON But this is very do-able. Wat --

CHAI RVAN JACKSON  But is it schedul ed now?

MR KENYON: It is all scheduled and that's --
that's the key point. Wat Jack has taken you through is
categories of work orders, but they are into an outage
schedul e that cones to conpletion before the end of this
year. And, you know, if we have a val ve testing problem or
what ever, that carries us over into January 5, but
everything is scheduled and this is very do-able, and the
enpl oyees who are doing this work absol utely believe that
this can be done in the tine frane that is laid out. So
this is very achievabl e.

CHAl RVMAN JACKSON:  You know, | asked you this
before, and | will ask you every time, and that's why I
asked the question about if you conplete things and you find
probl ens after you have conpl eted them do you feel that you
are appropriately bal anci ng schedul er concerns with
conpr ehensi ve resol ution of the issue?

MR MELVWAIN Yes. | can give you what | think
is a concrete exanple. Wen we have come out of the two
maj or evolutions we were in prior to the al pha training,
whi ch was the VCT outage, which was a very lot of work
involved in that, we did not put pressure on getting into
the bravo training outage froma transitional point of view
W just stayed away from having any perception that we had
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to force the evolutions to go to neet a certain time frane.

It took longer than it would norrmally take in an
outage situation, but that is the situation we are in, so we
didn't nake a |l ot of noise about that. The same with goi ng
fromthe bravo training to the al pha training. It took
longer than it should have, but where we are at in tineg,
that's okay, and we didn't put any pressure on operations or
anyone el se to speed it up, to nake it happen quicker.

CHAl RMAN JACKSON  Now, again, you know, you had a
slide 50, which is the current set, and a slide 47, which
was the previous, and it mentioned is the key activity
conplete for the CSTlI readi ness inspection, safety system
reviews and al i gnments?

MR MELWAIN Yes.

CHAl RVAN JACKSON Wiy did you renove that?

MR MELWAIN It is part of what is schedul ed.
Every system wal kdown, systemrevi ew and the procedure that
eval uates that systemfor readiness is in the schedul e.

They have been worki ng them of f.

CHAl RVMAN JACKSON  Presumably, the pre- -- these
other three bullets are in the schedul e, too.

MR MELWAIN  Yeah, but these are really relating
to the physical work end.

CHAl RVAN JACKSON: | see.

MR MELWAIN The systemreadi ness reviews,
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al though they are ongoing, are not going to conplete prior
to physical work, you wouldn't expect they woul d.

CHAl RMAN JACKSON  Ckay. So this is physical
readi ness.

MR MELWAIN Yes.

MR BROTHERS: The systemreadi ness reviews will
be conpl eted prior to the systembeing required by tech
specs, so, in other words, when we go, transition to node 4,
where nost of our tech specs kick in on Unit 3, the system
readi ness reviews will be done for all the systens required.
The same thing for node 3, node 2.

CHAl RVMAN JACKSON  Ckay.  Well, when you tal k
about, you know, readiness for the operational safety team
i nspection, --

MR MELVWAIN They will be done before that.

CHAl RMAN JACKSON  Right.  Then you need to, you
know, be conprehensive, as opposed to kind of lifting it off
and then saying to me this only has to do w th physical
readiness. If it has to do with physical readiness only,
then you should say it is such.

MR MELWAIN Yes.

CHAI RVAN JACKSON:  If it really has to do with the
CsTl, then you should say, you know, --

MR MELWAIN Although they aren't related,
certainly.
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CHAl RVAN JACKSON  (oviously, they are rel at ed,
but you want to have done the systens reviews and
al i gnnent s.

MR MELWAIN Yes.

CHAl RVAN JACKSON  And that is the point.

MR MELVWAIN This slide introduces the topics to
be covered in the next several slides is all this is for.

Marty tal ked about the significant itens list.
This is just a graphic representation of where we are at.

W are on track to nmeet the unit schedul e.

The next slides shows our current organizational
assessment for MIlstone Unit 3. Qur current assessnent
shows that we do not currently neet the overall unit
organi zati onal performance levels required to support a
return to operation today, but we believe we are tracking to
satisfactory and will be at that level, in all departments,
to support the current unit schedule. Therefore, as you can
see fromthe slide, our overall organizational
sel f-assessnent is yellow

VW have shown significant progress over the first
two quarters in basically all of the areas that we have been
nmonitoring. So we have been doing it by quarter and now we
are doing it nmonthly. Dave will tell you we also get the
same | ook fromoversight fromtheir perspective. Next
sl i de.
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perational readiness is on track to support OSTI.
As you brought up earlier, there are sone questi ons about
where we are with operations and I'Il get to that as | go
through this a little bit.

CHAl RVAN JACKSON  Are you going to tal k about how
you addressed the issue with the operator performance? As |
recall, a year ago you had six of seven license applicants
who failed exam nations.

Are you going to speak to what has been done to
correct that and how that plays into the nunbers here?

MR MELVWAIN W could. W recognize that was
one issue, but yes.

CHAl RVAN JACKSON Wl |, that woul d be hel pful.

MR MELWAIN  Sure.

Presently on Unit 3 the requal programis judged
to be satisfactory.

CHAI RVAN JACKSON  You are Vice President, Unit 1,
right?

MR MELWAIN Yes, nma'am

CHAl RVAN JACKSON:  Ckay.

MR MELVWAIN | understand. Staffing is
adequate. W presently have 41 |icenses, 28 of which are
SRCs; 13 are reactor operators.

W al so have, it's not shown on the slide, 30
pl ant equi prent operators.
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VW have a new conduct of operations, which was
kind of tal ked about before. It was approved and i ssued on
Septenber 5th and we are making strides to have everyone
enbrace that and understand exactly what it means, and that
was one of the things that the consultant that you mentioned
earlier had given nme personally as well as Mke sone
feedback on, and that's the kind of issues he is talking
about in operations now, and going to watch the operators
perform it's the sanme thing you would see if you did it or
| didit.

VW have al so started to performat power
famliarization at other power plants including Comanche
Peak, Vogel, North Anna, and Seabrook. El even of the 28
SRGs have participated in this faniliarization and the
remai ni ng are schedul ed for that.

V% al so have experienced SROs fromother utilities
working with our operations managenment, particularly one
fromVirginia Power that's been there for awhile doing |
woul d say a standards intervention.

VW al so have recently lined up an intervention
froma person who was formerly the Senior Manager of
(perations at Peach Bottom when they went froma SALP 2 to a
SALP 1 and that area is working directly with (ps Managenent
and they are having a hands-on, face-to-face tine away from
the plant intervention so everybody gets to understand
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clearly what all the expectations are going forward.

So we are taking sonme direct interventions to have
an i npact on the perception of operator readiness.

To go back to the original question, six out of
the seven failures on Unit 1 |icense examin Decenber of
'96, we have taken actually a very thorough | ook at the
Li censed Qperator Initial Training. W have spent the |ast
ni ne nonths of '97 |ooking at the systematic approach to
training and howit applies to the LOT cl ass.

V% have | ooked at every task, analyzed themall.

Dave anal yzed the organi zati on. The training
peopl e worked very well with the unit to devel op and get
ready to inplement in February, probably |ate February,
early March of 1998, another Licenced Qperator Initial
Training class for Unit 1.

MR KENYON:. But | think what needs to be added
here is that as a result of those training failures and a
ot of work we had a class go forward on Unit 3, a total of
ei ght.

MR MELWAIN Eight for eight.

MR KENYON And eight out of eight passed at
either the SRO or our reactor operator |level that they were
put up for.

CHAl RVAN JACKSON  Let me give you sone advi ce.

Now you are here -- you are talking to us and you
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want us to focus on Unit 3 and we are certainly here to hear
that, because that is the station that the reactor you have
lined up for early start, but all three of your reactors are
shut down because of some system c issues, and therefore it
is inportant, you know, if you are asked a question about it
that you think about it within the context of all your
units.

MR MELWAIN  Thank you.

MR KENYON  Thank you.

MR MELWAIN Next slide, please.

The follow ng significant mlestones have been
achi eved, particularly in the area of Qperations.

The reactor cool ant systemfill, sweep, and vent
was done very well. This was perceived to be very well done
and event-free by both the line and the oversight
or gani zat i ons.

The spent fuel pool anti-siphon nodifications are
conplete, and the inplementation was very wel |l perforned,
but we did not, going intoit, have it clearly,
wel | -planned, as well as it could have been pl anned, from
both a tech spec perspective as well as an actual execution.

The reason | bring that us is because it is
accurate and to tell you that the input we got from
oversight in the pre-planning process made this evol ution
happen as well as it did. It speaks very well fromny
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perspective to positive intervention from oversight and
addi ng value to something that is a very conpl ex process,
but the end result was it was very well executed.

The contai nnment basemat physical work is conplete
and the prelimnary core bore results are acceptable, and as
| mentioned earlier, the Bravo train outage is conpl ete and
the Alpha train is in progress.

The | ast slide shows the Unit 3 mlestone
schedule. | have already talked a little bit about the Tier
2, Tier 3 -- Tier 2 and 3. The plant will be physically
ready or on track to nmeet this nilestone by the end of the
year. The NRC in-scope SFFl is scheduled for January as
well as a 40,500 ready for Mbde 4 operations presently
schedul ed in January al so and ready for OSTI in 2-98
timeframe.

In conclusion, | believe we are on track to meet
all these nilestones in support of the Unit 3 schedul e.

CHAl RVAN JACKSON  Wiere do you stand on emer gency
prepar edness? There was an inspection report, 97203, that
noted some probl em ar eas.

MR MELWAIN Having participated in a graded
exercise and | ooking at the results of the programmatic | ook
| was encouraged by the results of the graded exercise
itself and the level of perfornmance of the participants,
recogni zing that fromthe dose assessment piece as well as
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some of the procedural issues about naintenance of those
procedures and of facilities that was nore disheartening,
but it is fixable.

VW have been working diligently since the exit,
not waiting for the report to come out, to have plans in
place to remedy the issues that were brought up during that
i nspecti on.

CHAl RVMAN JACKSON  So you are saying you are
devel oping plans to specifically address all of those?

BOMING Well, I'Il just add we will be
speaking with the Region Staff next week on this subject.

An extensive anount of corrective action on the
program has taken place. However, we did have sone dose
assessment cal cul ational issues.

In the currently ongoing Tier 2 inspection, the
i nspectors have brought up sone issues in this area. Qur
own sel f-assessment tells us we need to | ook nmore at this
area and we have formed a teamthat's already just started
to -- actually brought an external consultant in, into this
area, to make sure that what we have is correct and mneets
all the requirenents.

MR KENYON | would like to give a little broader
answer though, because we are working on certain very
di screte issues in the emergency planning area, but in terns
of the performance of the overall exercise and how t he
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i ndi vi dual s involved in responding to the situation and
dealing with it and the perfornmance of outside agencies and
so forth, | amquite confortable sitting here today saying
we have an effective program W just have certain things
we need to address.

CHAl RVAN JACKSON | ' msorry, please.

COW SSI ONER McGAFFI GAN Can | ask one question
about what norale is |like back at Unit 1 at the nonment?

Have ot her workers al so been assigned to the other
two units to do work, and what is the situation there?

MR MELVWAIN Mrale honestly ebbs and fl ows on
Unit 1 depending on where we are in time and what the | atest
anal yst says in the Wall Street Journal and things like that
do have a direct and i mmedi ate inpact.

Yesterday we had an all-hands neeting fromthe
entire unit staff, and we went over the Vision and M ssion
for 1998 and all of the questions centered around finances
and the ability to support what we need to do to get Unit 1
ready in 1998.

But to answer the other part of your question,
currently we have approxi mately 40 nai nt enance | &C peopl e
working on Unit 3 so they are having that sense of
acconpl i shnent. They are very busy.

At the same time, we have been able to maintain
our shutdown risk status as Geen while still doing sone
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work. For exanple, we had the gas turbine outage and
earlier this week we had a very brief planned diesel
generator outage, so we are doing a lot of things but nostly
right now the physical workers are supporting Unit 3 and
what is currently happening on the I CAVP or OW for Unit 1,
so noral e does ebb and fl ow

Yesterday it wasn't nearly as bad as it was a week
before, but it does change dependi ng on the kind of
information they get, and nost of it is from outside.

COW SSI ONER MeGAFFIGAN:  |s that a distraction to
the site as a whole at all, the ebb and fl ow?

MR MELVWAIN | think ny perception is that the
Unit 3 people for exanpl e understand the inpact of what we
are doing on 3 and not doing on 1 has, and | believe the
interaction is very positive and they do ask ne routinely
t he same question you asked me, which is good. This is an
issue that we are all very aware of. As Jack says, you can
i magi ne the inpact on the peopl e when they read and hear
things about Unit 1 but it is an issue that we are trying
very hard to be straightforward and open with so that they
have a clear picture of where we're going. But it is
something that we are tuned in to.

CHAl RVMAN JACKSON Ckay. Anyt hing el se.

MR MELMVWAIN That's it.

Dave?
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MR QCEBEL: Good norning. Today, we will provide
you a synopsi s of nucl ear oversights, readiness for restart
and how | am assessing the readiness of the MIIstone units
for restart.

First, | will discuss senior nmanagenent's success
criteria for nuclear oversight and then | wll discuss the
nucl ear oversight restart verification plan or NORVP and
some of the specific results fromthat plan.

Let nme start with the success criteria for nucl ear
oversight. There are three success criteria.

First, that the Nuclear Safety Assessment Board or
NSAB has confirmed the effectiveness of nucl ear oversight.
They have done that. The NSAB has revi ewed oversight's
performance and stated that oversight has effectively
perfornmed its 10 CFR 50 Appendi x B functi ons.

Let nme make it clear however that this vote of
confidence means to ne that we have met the nm ni num
expectations for recovery and | intend on maki ng additi onal
i nprovenents to our current state before restart.

The second criterion is problens that are bei ng
identified by MIIstone organi zati ons prior to external
agenci es well before events occur. Last nonth, |ooking at
the station, about 90 percent of all condition reports were
identified by MIIstone nucl ear organi zations. Marty has
al ready addressed that. Over the past six nonths, 92
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percent of all condition reports have been sel f-identified
by NU. Oversight, that is the |ine and nucl ear oversight,
are therefore nmeani ngl ess success criteria.

The third success criteria is that nanagenent
enbraces oversight's assessnments. This chart shows that the
unit and support organizations have been working to address
t he nucl ear oversight to generate the condition reports.
You can see that the total number of condition reports that
are open, that is need evaluations and corrective action
pl ans, have dropped significantly since the first half of
the year. The nunber now is |less than 35.

| might add that | amstill assessing our ability
to close out the corrective actions associated with the CRs
which are being witten and by closed out, | nean the

necessary corrective actions have been conpl eted and were
effective in addressing the initial problem Marty has
tal ked to the teamwhich the |ine organi zati ons have set up
in order to go back and ook at old CRs. | have a separate
teamwhich is doing a simlar effort to show that we have an
i ndependent view of what the success rate is in that area.
Thus far, ny initial |ook says that the conditions
have inproved. W have gone back and | ooked at 44 condition
report packages and within those packages are 257 indivi dua
actions that had to be taken and our eval uations on a
gradi ng systemwent up above 15 percent on capability and
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put clearly into the satisfactory range.

Let me now turn to how we are assessing unit
readi ness for restart, the nucl ear oversight restart
verification plan. First, we identified 22 key issues such
as corrective action, |eadership, self-assessment, training
and then sone functional areas such as security and
emer gency preparedness and that provided us the strategic
focus for the plan. Then we developed a list of critical
attributes to exam ne for each issue. The attributes were
drawn from NRC docunents such as inspection guides and
manual chapters. Such as, for instance, manual chapter
0350, which are staff guidelines for restart approval and
fromindustry guidance. For instance, the | NPO performance
objectives as criteria for operating nucl ear generating
stations. W also took attributes fromthe NU success
criteria and the NU standards and nanagement expectations.

To assess and score these attributes, we devel oped
a score sheet to grade all activities to performon a zero
to 100 scale. The formwe use is in the backup book. In
brief, the way the scoring works is this. Fifty points
relate to the quality of the task performed so that if there
is a programmati c weakness in the task that is being
perfornmed, it would get a very lowscore and if it is an
industry strength, it would get a high score. And 50 points
are allocated to the human side of the equation, with a
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cl ear expectation for trained people, clear procedures, was
t here teamwork invol ved, was there good sel f-checki ng and
sel f - assessnent i nvol ved.

V¢ then take the scores devel oped throughout the
entire organi zation and create a report for each issue. The
report includes a nunerical score and very specific review
of strengths and weaknesses which are identified during that
particul ar evaluation period. On the report that we provide
back to the line organization, we also list those attributes
whi ch specifically require attention in order to nove the
issue into the satisfactory overall range. This information
is then shared throughout the |ine and support
or gani zat i ons.

O the next slide, what you see is results, the
nucl ear oversight restart verification plan for Unit 3 for
t he past several weeks. W are now actively view ng 20
areas for both Unit 3 and Unit 2. Five of the areas are
common or site-w de issues such as emergency preparedness
and security.

As is aid, we use our normal audit, surveillance,
field observation and other processes as part of our
verification plan, grade each of the activities on a zero to
100 scal e and then average the scores on a bi-weekly basis.
Last week, we had over 450 observations

In order to inprove our observation of oversight
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activities, | have also grouped the issues into three areas.
Readi ness for the 4500 inspection of corrective actions and
sel f-assessnent, physical plant readi ness and readi ness for
the operational safety teaminspection and | wll provide ny
recommendation to the president and the CNO as to whether
nucl ear oversight believes the unit is ready for the NRC to
conme in and conduct its inspections.

Wiat | would like to do nowis go over a couple of
t hese issues with you. Conduct of operations. This is one
of the nost inportant issues. As you can see, there is a
standby for each eval uati on period which represents the
average score of all the attributes which were assessed in
that period. And you can see that the trend of the scores
over several weeks is generally upward.

You can al so see the scores required to achieve a
color. For exanple, a score between 70 and 100 is green or
satisfactory. You can see that operations is hovering near
green or satisfactory perfornance.

W have sone strengths in operations. For
exanpl e, control roomdecorumis very good. There are few
di stractions all owed and comruni cations is a notable
i nprovenent area. Enunciated response is al so neeting
i ndustry standards. But there are al so sonme areas that need
attention.

V¢ feel that there is inconsistency in performance
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bet ween the operating crews. Maintaining configuration
control is not as rigorous as we want themto be and, by
that, | mean val ve mspositioning and that sort of thing
(perators in the field need to actively nmonitor the
housekeepi ng i ndustrial safety practices of other
departnents that are in the field. W take those and then
after each grading period feed that back to the |ine and
have a | ot of discussion between ny | ead person and the | ead
peopl e on the |ine.

The next slide shows work control and pl anni ng
which is also another critical issue. Here, you see again
there are sone ups and downs over the past few weeks and
general ly you can see that work control process is
i nprovi ng.

Now, the areas in which inproverment is needed here
are greater focus on conpleting the PM and surveillances on
time, ensuring that work is not released to the field with
wong or insufficient parts and ensuring the post
mai nt enance testing requirenents are not changed wi t hout
proper authori zations.

CHAl RVMAN JACKSON  How are you saying on this
slide and the previous one that it's inproving? | mean, it
seens |ike the bar graphs are going the other way, but naybe
it's ny imagination.

MR GCEBEL: Chairman, these are individual,
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bi - weekl y forns.

CHAl RMAN JACKSON  So you are saying if you have
nore integrated data

MR QCEBEL: Right, and it's gradually as a whol e
com ng up.

CHAl RVAN JACKSON:  Ckay.

MR QCEBEL: | nean, for instance, there nay be 10
pages of attributes. W don't get themall every week so
it's --

CHAl RVAN JACKSON:  Ckay.

MR QCEBEL: Then when you | ook at procedure
qual ity and adherence, you can see that there has been
steady inprovenent in the degree and range.

Now, if you go back and take Marty's comment that
there was a procedural change in the standards back near the
end of Septenber and you conpare that against the chart,
what you see is it took a little bit of tine for that to
take hold but as those inproved standards took hold, then
the perfornmance inproved. So there is a tie -- unknowi ngly,
there is atiein the process. | nean, if there are
i nproverments made, the process is able to pick that up.
That's the point |I'mtrying to make.

Wiat |'ve tried to do is just present a sanpling
of the results fromthe verification plan process and what
|'ve provided you in your backup materials is all of the
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i ssues fromboth Unit 2 and Unit 3.

In conclusion, | would like to state that nucl ear
oversight believes that restart readiness is within reach.
The NSAB has confirmed that nucl ear oversight is effective
incarrying out its 10 CFR 50 Appendi x B duties and we are
continuing to inprove our perfornmance through internal
sel f-assessnent, external assist visits fromindustry
experts and inprovenent plans. Line managenent is |istening
to our findings and appreciates the insights provided by
over si ght .

| can conclude therefore that, based on the
obj ecti ve evi dence being provided through our verification
pl an assessments, audits and surveillances that we do, field
observations and inspections, that the station is focusing
managenent attention on the correct issues and is
denonstrating inprovement in the key issue areas and a
restart of Unit 3 in the first quarter of '98 is an
achi evabl e goal

Subj ect to any further questions, | wll pass it
back to Bruce.

COW SSIONER DI CQUS:  Back on slide 7, | assune
that your response to ny previous question would be | guess
the same as the response to the Chairnman's questions on the
previ ous graphs. Again, the statement and the graphs just
don't quite seemto neet.
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MR QCEBEL: Right. In the radiation protection
area, again, we don't get all the attributes on any one
week. And, for instance, the latest one, just to give you
an exanpl e of the type of infornmation we go back with on the
observations we had, positive points that got fed back to
t he organi zation was a good teamspirit within the RP
organi zation, when they interface with other departnents,
good ALARA practices are present, a lot of proactive
pl anni ng briefs and coaching for rad work and practices
i nprovenent, positive sel f-assessment planning for the
three-year to conplete the RP programreview so there are
some positive long-range things that we are looking at to
make t hensel ves better.

But we did find a problemas well in this
particul ar week and one of those problems was that there was
a nmeeting that determned a certain performance criteria
which they are setting for their own w ndows eval uati on,
their own criteria needed some buffing up, that it wasn't as
strong a criteria set as we felt you ought to have. It was
not as -- it was nmore subjective than we would like to see.

The types of things which we recommended are maj or
areas to continue strong work on is basically continue there
fromand have people conply with the various RP controls and
you have to constantly stay at that and continue to work
synergistically with the rest of the organization.
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So those are the types of things that we feed back

to the organization on a biweekly basis. And then |, in ny
interface with the officers at the frequent neetings we
have, | point out either in witing or verbally those key

areas that | see really need work if they want to get on to
the time lines which they have set.

CHAI RVAN JACKSON  You mnentioned earlier at an
earlier point when we were tal king about oversight a lack of
famliarization with people in your organization with the
plant. Wiere do the people in your organization cone fron®
What are their backgrounds? | don't see their
backgr ounds - -

MR GCEBEL: No, | understand

CHAl RVAN JACKSON: | rrean, where do they fit
within the overall corporate organization
MR GCEBEL: A lot of the folks -- I'mnot even

sure | can qualify alot. Some of the fol ks have been in
oversight for some time and are not |icensed operators and
they have had -- they may have cone from engi neering, have
an engi neeri ng background. They nay have come out of a
function associated with a plant which does not put themin
the direct licensing path so they don't get the true
operational feel for the plant. And we have sonme fol ks that
we've -- sonme of the skill that we've brought in fromthe
outside, we've particularly tried to go after people who
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have had increased experience in all the key issue areas
where we have to have expertise. So when |'ve gone out

shopping for people, |'ve |ooked at it fromthe standpoint
of what skill sets we need to fill and |'ve gone after those
particular skill sets. And some of those fol ks, although
t hey have an individual specialty skill set, they don't know

t hese systens because they came from sonepl ace el se

So the outside consultants' comment to us was not
that your fol ks are not know edgeabl e because they are
know edgeabl e but, on these particul ar systens, you need to
get themout so they really understand these systens and
that was the tenor of the comrent -- that was the tenor of
t he conversation

CHAl RMAN JACKSON  Does the |ine organi zati on
respect your organization?

MR QCEBEL: | think the answer to that is yes
but I will say that it is up and down.

It has been up and down and we -- it's sonething
that we all have to continue to work at.

| have it work at it on ny side so that -- | think

in this business you earn respect and | have got to provide
a quality product so that the line has a reason to respect
ny product.

O the other side, on the line side, if they don't
respect it they need to cone back with constructive
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criticismon howto make that work and we are maki ng t hat
dual | oop work for us.

MR MRRS: | would tell you that that respect is
growing frompoints that | have been checking on, that very
issue. It is very inportant to us that that be the case and

it isthere and it is growing, but there is work to be done.

MR KENYON In closing, | would like to restate
our chal l enged somewhat differently.

First, to directly address the | eadership
challenges at MIlstone it was necessary to establish a new
| eadership teamand to regain the confidence of our
enpl oyees. This has been achieved. | have a |lot of
confidence in this | eadership team

Second, our chal |l enge has been to set the proper
standards, and in so doing address the various site issues
whi ch have been the naj or performance problens at M| stone,
and | want to pause here to really acknow edge our
receptivity to the advice that you gave earlier in the
neet i ng.

These are site issues. Some of these site issues
can only be | ooked at as site issues -- energency planning,
security. | nean these are clearly issues that there's no
way to subdi vide.

There are other issues such as the restoration of
t he design and |icensing basis where the standards that must
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be net are site standards, but you can tal k about where a
particular unit is in relation to those standards -- issues
of work backl og and effectiveness of how we do busi ness.

VW want to have a common way of doi ng busi ness but
then you can tal k backlog on a particular unit, so we are
very sensitive that what we are about is to some extent it
is getting a particular unit ready but what | have said from
our very first meeting is that the fundamental problem at
M| stone was | eadership and the ensuing issues that are
site issues in terns of how | eadership functioned.

So we recogni ze that what we have to do even
t hough we are getting ready to say to you that we think a
particular unit is ready to go, we have to have addressed
the site issues in order for a unit to be in a reasonabl e
place to start up, so we certainly acknow edge the advice
you have given us.

Wth regard to the site issues, | want to nake two
poi nt s.

First is that in contrast to ny last briefing with
you, our last briefing with you, | do believe we are on a
success path, tracking to satisfaction, for all of the
issues, and as | indicated earlier, nost of the issues are
going to reach satisfaction in January and the remaining
three in February.

But | really want to enphasi ze something | said
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earlier in response to one of your questions, and that is
that we absol utely recognize that reaching satisfaction for
startup is not the end of the road for us. This has got to
be part of a long-termeffort toward excell ence.

Taki ng safety consci ous work environnent as an
exanpl e, we absolutely know that the training that we have
in progress, which we think is excellent training and it is
what our managenent team needs, this can't be the end of
training on this issue. This can't be the end of enphasis
on this issue.

This has got to be part of our ongoi ng how we do
busi ness.

The same thinking applies for all of the other
site issues that we have. |nprovenents nust continue as
part of a long-termplan to achi eve excellence. This plan
i s under devel opment and will be addressed to you at our
next neeting.

A third chal l enge has been to reduce the |arge
backl og of work to a manageabl e | evel with the achi evenent
of physical readiness around the end of this nmonth. | think
that challenge will have |largely been net.

The fourth and final challenge | want to nention
is to prepare the unit for operation.

I n January, follow ng achieving physica
readi ness, we'll be ready for Mode 4. That will allowus to
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heat the plant up.

That will allowus to really exercise operations
and we need to do that to satisfy ourselves that the
operating folks are really ready to go, because up to now
they have been largely dealing with not only a shut down
plant but it's been nostly systemlineups and what do you do
to support work over here versus work over there, and we
have really got to get themback into an operating node for
our own purposes in preparation for startup and to achi eve
readi ness for the NRC s operational safety teaminspection
in early February.

Chai rman Jackson and Conmi ssioners, | truly
bel i eve we are on the hone stretch for Unit 3 in recovering
our first MIlIstone unit, and | |ook forward to our next

neet i ng.

CHAl RMAN JACKSON  Thank you. M. Mrris, do you
have any final comrents you w sh to make?

MR MRRS No, | do not, Chairman Jackson.
Thank you very nmuch for your time and attention and the
qguesti ons.

| think our teamlearned a | ot today.

CHAl RMAN JACKSON  Thank you. Wil e the next
group, which | believe -- | see the various consultant
groups coning forward. W are going to take a five-ninute
br eak.
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[ Recess. ]

CHAl RVAN JACKSON  Good morning. | think it is
still the norning.

| think we will hear in turn from Sargent & Lundy
and then from Parsons Power and why don't you just begin.
You can identify yoursel ves and proceed.

MR ERLER  Good norning Chai rman Jackson and
Conmi ssioners. | amBrian Erler, Senior Vice President,
Sargent & Lundy, and Project Director for the | CAVP.

As we did last time, we will be going through sone
of the general information that applies to both Parsons and
our work and then a report in detail on the status of where
we are at.

Wth me is Don Schopfer, Vice President and
Manager of the Sargent & Lundy | CAVP and he will be
presenting the data in detail.

MR SCHCPFER  Good nor ni ng.

The first slide.

V% have some background information and sone
refresher information on the structure and the processes
used on the ICAVP for both units. As described in the
comm ssion paper witten by the staff, the | CAVP is being
performed in a three-tiered process. The tier one reviews
or, excuse ne, verifies that the systemnmeets the |icensing
and design basis and systemfunctionality. The tier two
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review verifies that the systemdesign paraneters relied on
to mtigate the consequences of accidents anal yzed in
Chapter 15 of the FSAR are consistent with the perfornance
of the current systemconfiguration. And the tier three
review verifies that the configuration control processes
used by Northeast Wilities at MIIstone have not introduced
any changes that have put the unit in nonconformance with
its licensing and design basis. The majority of the work is
being performed in the tier one, that is where the mgjority
of the effort is being spent.

The NRC staff and Sargent & Lundy and Parsons have
devel oped a common process for reporting the findings
identified during the review process. These findings are
cal l ed discrepancy reports. As | go through, this is how we
stepped through that discrepancy report process.

An individual reviewer initiates a prelimnary DR
It then undergoes an internal review process w thin Sargent
& Lundy or Parsons, as the case nmay be. Upon conpleting
that process, the prelimnary DRis issued to Northeast
Wilities, the NRC staff and the NEAC, Nucl ear Energy
Advi sory Council of the State of Connecticut and it is
posted on the web site.

Northeast Wilities evaluates that prelimnary DR
and subnits a response back to us and we then review t hat
response and either return it to themwth additional
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comments or we rmay close it at that time based on their
r esponse.

CHAl RVAN JACKSON  Did you | ook at proposing any
alternatives, for exanple, in sanpling? You know, based on
what you find?

MR SCHCPFER W have devel oped sanpling prograns
for certain aspects of the review Wen we do that, we
submt that to the staff for their acceptance.

CHAl RVMAN JACKSON  Right. But, | nean, are they
renornal i zed by what you find? D d you suggest additional
sanpl es, enlargenent, different techniques?

MR SCHCPFER W have not made a change in those
things that we have sanpled as a result of that.

DRs are cl osed based on our review and accept ance
of the NU responses. The NU response to a di screpancy
report, a prelimnary discrepancy report is, it expected to
i ncl ude whether they agree with the condition that we have
identified as a di screpancy, whether they have

previously -- had previously identified that during their
configuration managenent programand, if they have not
previously -- if they agree that it is a discrepancy and

they have not previously identified it, they identify what
action has been taken or will be taken to correct that
particul ar discrepancy. And whether they agree with the
significant level that we have established for the DR and if
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there is any inpact, specifically on plant hardware. And,
in the case of generic or programmatic issues, the response
shoul d address the extent or condition that may exist with
t he di screpancy.

CHAl RVMAN JACKSON  How does t his di screpancy
report process allow you to get at the tier three aspect? |
understand that in doing the di screpancy report you coul d
verify that the system-- whether it neets its |licensing or
desi gn basis, you could verify that the system paraneters
correspond to the actual perfornmance. You know, the design
paraneters correspond to the performance.

But how do you verify in this process that the
configuration control processes have not introduced changes
that would put or that have put the unit into
nonconf or mance?

MR SCHCPFER Wl I, part of the tier three as we
will showa little bit |later what the scope is, part of the
tier three is review of corrective actions and we review the
corrective action process to see that they have done an
adequate job in resolving the issue that is identified.

O sone of the past changes, we | ook at did they
make that design change appropriately and not -- this is
outside of the tier one systens -- did they make those
desi gn changes or those procedure changes w thout making the
ot her appropriate changes to the design basis and |icensing
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basi s.

CHAl RVAN JACKSON  Does that get captured in the
di screpancy report?

MR SCHCPFER  Yes, it does. Everything that is
i n nonconpl i ance with what our expectations are, our
checklists and the scope of the review plan, is identified
as a discrepancy report.

CHAl RVAN JACKSON  So you are actual ly | ooking at
process as well as looking at the actual confirned DR wth
design and |icensing? Ckay.

MR SCHCPFER  The DRs, when they are cl osed,
based on the review of the NU response, may be categorized
into three different areas. It may be a confirned DR and
that is one that is not -- a discrepancy that has not been
previously identified by the Northeast Wilities
configuration managenment program or it may be identified as
previously identified, categorized as previously identified,
whi ch rmeans they did in fact identify it prior to the start
of the I CAVP and we were not able to discern that during our
review process, or we nay agree that it is, in fact, a
nondi screpant condition based on some additional information
they submt with their response.

CHAl RVAN JACKSON  Are you going to tal k about how
your discrepancy reports break out between the tier one,
tier two and tier three categories?
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MR SCHCPFER | have sone of that --

CHAl RVMAN JACKSON  And are there any concl usi ons,
even prelimnarily, on the strengths and weaknesses of the
i censee's progranms as a consequence that you can nake?

MR SCHCPFER And | will address that.

CHAl RVAN JACKSON:  Ckay.

MR SCHCPFER  There are four |evels of
di screpancy report significance that have been established
for the | CAVP. They are noted here on this slide. A |level
one is a discrepancy that results in a systemnot neeting
its design licensing basis and cannot performits intended
function when both trains of that particular systemare
affected. Level two is simlar except that only one train
of a redundant systemis affected.

Level three is a discrepancy that -- under which
the systemis also not nmeeting its design and |icensing
basis but it does not render that systemincapabl e of
performng its intended function.

A level four DRis a discrepancy that is a ninor
technical error in a calculation or a procedural change that
is not significant in terns that it nmade -- all owed someone
to do sonmething incorrectly on a | arge nunber of processes,
or it is inconsistency perhaps between docunents.

CHAl RVAN JACKSON:  Let me ask you this question.
In looking at the level three significance |evel, do you
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look at -- if a systemdoesn't nmeet its |licensing and design
basis but is capable of performing its intended function,
are you reviewing as part of that or evaluating as part of
that whether the |icensee has done an analysis to in fact
denonstrate that the systemis capable of performng its
i ntended function?

MR SCHCPFER W are not doing the analysis -- an
anal ysis, per se, to verify.

CHAI RMAN JACKSON  No, no, no. |'msaying, are
you verifying that they have done that?

MR SCHCPFER  Yes. Yes, that is part of our
expectation of receiving a response on a |level three, that
t hey have done that review and convinced us that -- and
provi ded the results of that analysis to show that that
di screpancy in fact does not render that inoperable.

CHAl RVAN JACKSON  And are you keepi ng track of
whet her that anal ysis was already existing or whether it is
anal ysis that is done in response to your query?

MR SCHCPFER  Yes, we are | ooking at that.

CHAI RMAN JACKSON  And ny last question is, are
you overlaying on all of this a risk ranking in terms of in
the various tiers and | ooking at what you found? That's
probably reflected in the systens in fact that you are
revi ewi ng?

MR SCHCPFER  Yes. W have not done that in
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terms of risk ranking but the selection of the systens was
based on risk ranking.

CHAl RVAN JACKSON  And then one last thing. Wen
you |l ook at what the |licensee has done in terns of its
anal ysis, do you -- do you review whether that analysis is
done fromthe point of view of capturing the things that
have the greatest risk or safety significance?

MR SCHCPFER  Yes.

CHAl RMAN JACKSON  Ckay, thanks.

MR SCHCPFER That is basically the last of ny
comments on the overall |CAVP process for both units and
this will begin the discussion now of Unit 3 specific | CAVP.
As a background, again, the scope of the tier one review for
Unit 3 is as shown here. The systens identified,
servicewater, @GS, RSS system three HVAC systens that
i ncl udes the suppl emental | eakage collection and rel ease
system the aux buil ding ventilation systemand the
emer gency di esel generator roomventilation system And the
fourth system fourth set of systenms is the diesel generator
and associ at ed support systens.

The -- each of these systens, and this constitutes
| think about 14 of the 88 maintenance rul e group one and
two systens at MIlstone Unit 3. The designations at the
bottom of that slide are the shorthand notations we have
used for that grouping of systems in our -- in our process.
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In addition to the systens, the specific systens
listed there, the review al so includes the electrical power
feeds fromeach conponent up to the first notor control
center feeding that and then a |oad path review which is a
somewhat | ess detail ed review fromthat particul ar notor
control center back to the diesel generator. Also, the INC
signals that interface with these systens from ot her systens
are also included in that review process.

CHAl RVAN JACKSON  Let me ask you this quick
question. Can you describe a couple of the DRs that were
not identified by the licensee's Configuration Managenent
Program and what significance you would attach to then?

MR SCHCPFER  Sure. W have one that is in
process right now that was subnitted. W responded and we
returned it back to them asking for additional -- to
address other aspects. That was a contai nment penetration
design that is fixed on both ends of the inside and outside
the containnent, plates that are welded on and this
penetration is wel ded at both ends.

The RSS systemtenperature went up as part of some
of the changes in the RSS nodifications that was tal ked
about previously, went up to 257 degrees and that
tenperature change on that penetration itself being wel ded
at both ends was not addressed.

It is a calculation error that we identified that
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needs to be addressed, and that is a safety or significance
level 3 item a significance |level 3 itemwhere a corrective
action was done. This is a Tier 3 review The corrective
action docunent we reviewed did not address everything that
needed to be addressed incl uding the procurenent of
environnental |y qualified terminal blocks. That was a | evel
3.

Level 4s -- you probably don't want me to identify
level 4s. There's multiple exanpl es of those but is that
sufficient?

CHAl RVAN JACKSON: I f | junp ahead to your |ast
slide, that's not to say you can't talk about the ones in
bet ween - -

MR SCHCPFER  Thanks.

[ Laught er.]

CHAI RVAN JACKSON | note that over half of those,
the DRs, that were acceptable and closed were not identified
by the |icensee's Configuration Managenment Program and you
heard ne tal k about that earlier.

MR SCHCPFER  Yes.

CHAl RVAN JACKSON  |'s there any significance that
you attach to that or that we should attach to that?

MR SCHCPFER  Well, | think we have to sort that
out in total when we are finished here, but at this point a
couple things to note, | guess.
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O those 38, only two have been confirmed as |evel
3's. | did nmention one of those, which was a terninal bl ock
EQ

The rest have been |evel 4s.

Many of them have been cal cul ation errors. The
last slide is in fact the slide that is on the screen now,
which is a couple slides added to what perhaps was submtted
earlier, but that summary shows the type and di screpancy
| evel of the 38 closed DRs.

You can see that they are nmostly in the
calculation area. There are sone in the basically as-built
configuration, the installation inplementation, and sone in
the licensing docunents, but what this nay indicate is that
t he Configuration Managerment Program and the | CAVP are not a
one-for-one that they did exactly the same thing and exactly
t he same depth

| think particularly in the calculation area, we
have done a detailed review of all the cal cul ations on these
systens and the CWP program perfornmed by NU di d not
necessarily go to that level of detail for all those
cal cul ati ons.

That is why you will see a nunber of those as not
previously identified.

CHAl RVAN JACKSON  Ckay, thank you

MR SCHCPFER  Ckay. The slide that shows the
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scope of Tier 1 systemreview has the four system
desi gnators, the shorthand designators, at the top and it
identifies the magnitude of the scope of the reviewreally,
and | amnot going to go through any of these nunbers other
than the fact that these are the systemrequirenents for
each system The nunbers of cal cul ations are the nunbers of
t he various docunents including the corrective action
docunents in the NU systemthat were reviewed as part of
this.

Again, this is where the najority of the | CAVWP
process has been.

The Tier 2 review scope included all of the
accidents anal yzed in Chapter 15 of the MIIstone 3 FSAR
It included 22 systens that are used to mtigate the
consequences of an accident and 230 critical characteristics
that were identified fromthe review of the accident
anal ysis and verified.

Those critical characteristics were subnitted to
the Staff for their acceptance and they concurred or
conment ed on t hose.

The intent of the Tier 3 reviewis to review
vari ous changed processes on a greater nunber of systens
than the Tier 1 does and to verify that the design and
l'i censing basis has in fact been maintai ned.

W reviewed the current NU change processes and
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that included 11 changed processes, 20 procedures, and 8
chapters of their Design Control Mnual.

V¥ al so reviewed the inplenmentation of those
current processes, and those procedures basically were new
as of earlier this year.

W had sone additional corrective action reviews
that were selected, sanple selected by the NRC Staff outside
of the Tier 1 systens and sone 280 changes that were done in
the past at various times, all the way back to the 1985-86
timeframe to see that changes made then did not adversely
i npact the licensing and desi gn basis.

CHAI RVAN JACKSON  Now | noted that the Tier 1
reviewis scheduled to be conpl eted on Monday. Are you
going to nmake that schedule? It's the 15th of Decenber.

MR SCHCPFER The Tier 3 review

CHAl RVAN JACKSON  Tier 3, right.

MR SCHCPFER Tier 3 review, yes. Yes, in fact,
we are, and the tier -- and the next slide shows that the
Tier 2 reviewis in fact conplete fromthe di scovery phase,
and I'Il just mention that.

That is the discovery portion of the reviews that
we are talking here. bviously we have to get the responses
fromNU for the discrepancy reports and eval uate them and
then basically anal yze the results and subnmit a final
report, but our review process will be done on the dates
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that are shown here in terns of identifying issues and
witing the discrepancy reports that may have to be witten.

CHAl RMAN JACKSON M. McGaffi gan.

COWM SSI ONER McGAFFI GAN: Coul d | ask, the
schedul e that we had back in August obviously was about
three nonths --

CHAl RVAN JACKSON  Your mike is not on.

COW SSI ONER McGAFFI GAN: The schedul e we had back
i n August contenpl ated dates about three nmonths earlier than
t hese dates.

Was that always -- you hinted at the tine that
there were probl ens and maybe with additional resources you
could keep to it, but it was going to be a stretch.

Was it always close to "mssion inpossible" to
have kept to anything like that schedul e?

MR SCHCPFER  During the August meeting we said
we were evaluating the schedule. W had just gotten the
addi tional systems and we were evaluating what it woul d take
to do that.

V¢ did in fact change by about two nonths, |
believe, fromthe date that we established after this
neeting in August. W established | think an Cctober date
at that time -- or, excuse me, a Novenber date, and now it
is two nonths beyond that.

COW SSI ONER MeGAFFI GAN: Since | have the fl oor,
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I will ask one other question that is a hypothetical
question and those are probably always -- your counsel woul d
tell you to avoid answering it, but let ne ask it anyways --

[ Laught er. ]

CHAl RVMAN JACKSON  That never stops Conmi ssi oner
MeGaf fi gan.

COW SSI ONER McGAFFI AN 111 ask you -- it would
help ne if you could answer it.

If we took a top quartile plant, you know, |INPO 1,
SALP 1, or 1.24-5 plant and subjected themto the sane
i nspection that you have been doi ng, how would M| stone be
different? Do you mean conpare? How would M1 stone
conpare? W have gone through a very extensive process and
there are relatively small nunbers of discrepancies, or

levels -- levels of the discrepancies are not very
significant, it looks like. | nean two |level 3's and 30-odd
l evel 4's.

Take a top plant, you know, that you nay have some
experience with. |If they went in -- | nean --

CHAl RMAN JACKSON  Wul d they | ook the same?

COW SSI ONER McGAFFI GAN - Whul d they | ook t he
sanme?

MR SCHCPFER  No, they woul dn't necessarily | ook
t he same, but you woul d have -- you would still have a
nunber of discrepancy reports witten on the basis that this
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programwas set up on. The level of detail, and | ooking
back at cal culations done, | said -- | talked about changes
made in -- processes nade in '85 and '86. W are | ooking at

cal cul ati ons done perhaps in '70s and early '80s, and ot her
plants that are in that category woul d have sone issues with
cal cul ati ons done at that time also.

That doesn't nean they are not significant. But
there would -- | amsure there woul d be some differences in
terms of the nunbers and the type. But there would be
i ssues |ike this.

COW SSI ONER MeGAFFI GAN Wul d M | | stone be
conparable to a -- at this point, having -- not every pl ant
has invested what MIIstone has over the last year to get
ready for you all, but would MIIstone now be conparable to
a pretty good plant, if you were to do a simlar inspection
at -- at one of the top quartile plants?

MR SCHCPFER | guess, based on the reviewto
date and, as you can see, the nunber of responses that we
have actually looked at in terms of -- or closed, | would
use the termthat they are on track. Their configuration
control, their design and |licensing basis has been restored,
| think, relatively well, based on the Configuration
Managenent Program which is what we are basically
reviewng. So, as it stands today, they are on track to
satisfactory, if that was the term nol ogy that you used
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earlier, Chairman Jackson

COW SSI ONER McGAFFI GAN You are doing a good job
avoi di ng the question

MR SCHCPFER  Thank you. Thank you. | was
successful .

[ Laught er.]

CHAl RVAN JACKSON Wiy don't you go on.

MR SCHCPFER  Ckay. Wiere was |? | guess | was
on the project mlestone schedule. As we said the discovery
conpl etes on the date shown there

There were three specific areas that were incl uded
in the scope of the ICAVWP for Unit 3 that had significant NU

engi neering activities continuing this sumrer and fall, and
that was, as Northeast Wilities personnel mentioned
earlier, a significant nunber of -- or a nunber of

significant nodifications that were nade to the
recircul ation spray system some revisions to the service
wat er system hydraulic cal culations and t he not or - operat ed
val ue work in accordance with CGeneric Letter 89-10.

Those -- those things, issues were conpl eted and
-- froman engi neering standpoint, and nost of that
i nfformati on was subnitted to us in md to | ate Novenber and
we are in the process of finalizing that, and that is what
has pushed that tier 1 date, or the -- the date out to
1/15/98, that's the prinmary basis for that.
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And, as noted here, our final report date is
somewhat dependent how well we do, "we" neaning both Sargent
& Lundy and Northeast Wilities, in responding to the
di screpancy reports and getting that -- those issues cl osed
out .

The next slide, which is not really ny last slide,
but it was previously subnitted last slide, is a sumrary of
the cl osed discrepancy reports. As noted earlier, we have
the process that issues prelimnary discrepancy reports and
t hen end-user response and the closure process. There have
been about 500-plus prelinmnary DRs issued to date, and
about 220 of those have been responded to by Northeast
Wilities. And of those, we have conpleted the review as of
| ast week on 74, with 38 of those as confirmed DRs, 20
previously identified and 16 undi screpant, the 38 show a
significance level here of primarily, alnost entirely |evel
4's, with the two level 3's DRs.

CHAl RVAN JACKSON  How many total do you have yet
to reviewthen? | mean to close out in the sense that you
have cl osed t hese.

MR SCHCPFER W have issued 550.

CHAl RMAN JACKSON  Five fifty.

CHAl RVAN JACKSON  Five hundred and fifty to date.
In fact, -- and that's, the next slide probably provides
that information. And | have tried to break it up by tier
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1, tier 2 and tier 3, to give a sense of where we are on the
cl osure process. Those nunbers shoul d add up to about 547,
| believe, on the issued nunbers, and those prelimnary DRs,
the NU responses, again, as of last week, it's 184, and |
think that nunber is probably about 220 or 230 now, and the
74 that have been cl osed.

As you can see, tier 1 is nost conplete in terns
of the DR responses provide by NU and revi ewed by Sargent &
Lundy. NU has responded to sonething over 80 percent of the
tier 2 DRs and we have conpl eted the review on about 75
percent of those. And the result is that we have found
nothing significant there. Basically, we have, you know, a
handful -- a handful, sone nore to get responses on and somre
nore to be reviewed, sone, including some level 3's, but we
bel i eve that, what we have seen to date, that we can
conclude that their systenms that are needed to mtigate the
consequences of an accident are, in fact, in the correct
configuration and design basis for that.

Tier 3 is the next nost conplete with about half
of NU responses, and our review being about half of that.
Part of that being there are various pieces of atier 3
review, as we went through earlier, and the NU -- the
conments that we have -- or the conclusions that we have
reached, simlar to what was reported today on the NRC tier
3, is that we do believe their design control process is --
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neets 10 CFR 50 and is an adequate, satisfactory process for
goi ng forward.

And their corrective action reviews and past
changes appear to be satisfactory al so.

So we have no -- no significant findings com ng
out of either the tier 2 or the tier 3 at this tine.

COW SSIONER DIAZ:  |Is this tracking which is

schedul ed, the nunber that are still to be responded and
cl osed, how does that track with the proposed schedul e?
MR SCHCPFER  The -- I'Ill tell you that | also

will have a steep work-off rate, but the resources are truly
bei ng focused on finishing the discovery. And when they are
finished, and as the schedul e slide showed, next week,
basically, we will be able to spend nore tine on the
responses. W have done that as we go along, but those
resources will then be allowed to focus nmore on the
responses and take a large updraft. So | think we will be
able to neet the dates that we are tal ki ng about here.

CHAI RMAN JACKSON  So you are saying there are no
show stoppers to this point?

MR SCHCPFER  That is correct.

And the last slide, | think we tal ked about
earlier, is basically a breakdown of the levels and types of
the confirnmed DRs of the closed -- excuse nme, of the
confirnmed DRs that are discrepant and cal cul ati ons and
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as-built configuration being a couple of the primary areas,
but nothing significant found in those areas.

CHAl RVAN JACKSON:  Ckay.

MR SCHCPFER That's all | have.

CHAl RVAN JACKSON:  Thank you very nuch.

MR CURRY: (Good norning, Chairman Jackson.

CHAl RMAN JACKSON  Good nor ni ng.

MR CURRY: M nane is Dan Qurry and | amthe Vice
President of Nuclear Services for Parsons and | am al so
acting as the Project Director the Unit 2 I CAVP. | have
John H I bish with ne today. John is the head of our
regul atory review portion of the | CAVP project.

| would start, addressing the agenda, and tell you
that there is a difference between these two units, if you
t hi nk about the age of these two units, and that will cause
some significant changes to the volune of work that we will
be tal king about, that we will be doing. And, certainly, as
we woul d recogni ze the difference between a plant that went
on-line in 1975, when we tal k about cal cul ations, these are
cal culations that in some cases have been done back in the
'60s. So sone of the things have been noving ahead. And
sone of our reviews, of course, enconpass, in some cases,
ten years nore than what you have heard about on Unit 3.

VW are perforning this, primarily this review at
our headquarters in Reddi ng, Pennsylvania, supported by our
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site wal kdown teamat the site. The tier 1 review, as has
been di scussed previously, a deep vertical slice. Qur two
systens, the last time | was here, we had just conpleted the
boundary review for those first two systenms. W have now a
second set of systens selected by NEAC in the m ddl e of
Septenber. Each one of these sel ected systens, as Sargent &
Lundy had indicated, have significant interfaces and it
averages about 14 additional systens of the maintenance rule
systens would interface with each one of these.

If I talk about the tier 2, again, a very sinilar
process. W have identified, to give you a further idea of
the extent, about 56 of the 63 maintenance rule systens are
affected by things that we nmust ook at to validate the tier
2 requirenents. The process here is one that we identify
the critical design characteristics and then go through a
val i dati on process.

O interest, and we will discuss it later, is the
fact that eight of the analysis, that it will inpact or need
to be reviewed as part of the tier 2, have been
self-identified by the licensee, that require re-perfornance
and so that is going to -- we will discuss that slip to the
schedul e later.

Qur tier 3, again, is a historical review and, as
| had mentioned, that takes us back nunbers of years, and we
are doing that in five year increnents to | ook at their
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ability to continue to assess the adequacy of the CW.

You asked earlier, Chairman Jackson about any
changes that we mght have had, and, although this was not a
nornal i zati on based upon a sanpl e, some of the things that
we have seen in our tier 1 reviews have led us to propose
some things to the staff saying that we have -- we will have
seen enough in sone areas that we can propose limting, if
not elimnating, some of the sanples done in their
particular tier.

Moving to the overall tier status, | would like to
tell you the first thing we have done is we have focused our
reviews starting off with the high pressure safety injection
system tier two and tier three, so that we can prepare for
the staff's inplenentation audit which is applied to the
approved audit plan. Last week, that audit was conpl eted
successfully and so, as you see, the nunbers for HPSI in
tier two and tier three are reasonably focused in those
directions.

| woul d al so point out by doing one systemin tier
one, that has allowed us not only to do the deep vertica
slice but it allows us to branch into a related system so
that the baselines for the prograns that support all systens
will be evaluated as the work that we do in the
hi gh-pressure safety injection. So that as we nove forward
we will have gotten the baseline requirenents for all those
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19 najor topical areas in the plant conplete so that we
expect, if you will, | won't say it was a pilot but it will
essentially function as a pilot for us to nove ahead nore
rapidly in the other areas.

CHAI RVAN JACKSON  So this all relates to Unit 2?

MR CURRY: Yes, ma'am

CHAl RVAN JACKSON:  |s the unit doing better than
you expected? In terns of nmoving along and conpl eting --

CURRY: | think, and we have identified and
had neetings with the licensee and the staff on that.
Because of the age, issue of retrieval of docunents has been
significant and certainly the process by which we are
i ndependent of the licensee nakes it such that you woul d ask
for informati on and naybe it doesn't cone back conplete so
you must ask for sonething el se.

And we have been working through a process that we
have i ncl uded now formal conferences tw ce a week which |
think, all parties would agree, have tended to aide that
process so we can say, when you send us the answer to this
REI, nmake sure that you include something that deals with
this. And | think we would all agree that it has been a
| earni ng process of howto retrieve docunents on a plant of
this age.

And also a priority between the Unit 3 plant and
Unit 2. As you can inmagine, there is a focus. And they
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have assured nme that they |ove me but not necessarily am|
the first one in their heart.

CHAl RVAN JACKSON: At | east you're | oved.

MR CURRY: Well, as was previously nentioned,
maybe sonme days it wanes up and down.

O AFW if | could comrent about that, early on
one of the reasons we did focus with HPSI is the fact that
the licensee had self-identified that there were significant
nodi fications to be done that would affect the nain steam
line break and the | oss of cool ant accident analysis. And
rather than trying to be inefficient and junp back and forth
from changes they m ght be making, we decided it woul d be
nore efficient to focus on that one particul ar system and
proceed directly.

As you see, our current schedule for a final
report is now April 7. Again, part of that depends upon
conpl etion of corrective actions, conpletions of DRs and,
particul arly, also sone conpl etions of the things they have
to do with AFWfor us to be able to conpl ete our review

Qur Unit 2 discrepancy report status is, of
course, they are much |less mature froma nunbers standpoint.
As you see, all the confirmed DRs in our particul ar case,
al t hough the percentage is about the same, they are all
level fours right now and they are -- it would be too early
for me to try to draw a concl usi on based upon what | see on
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their responses fromlevel fours.

VW do now presently have about 118 in progress,
132 have been posted on the web and, much as Sargent &
Lundy, we are working through that process.

CHAl RVAN JACKSON  Any ot her questi ons?

Ckay, thank you very much.

VW will now hear fromLittle Harbor Consultants.

M. Beck, you are |leading the discussion?

MR BECK:  Thank you, Chairman Jackson. Good
nmor ni ng, Comm ssi oner s.

| am John Beck, President of Little Harbor
Consultants and team | eader for the |Independent Third Party
Oversight Programat the MIIstone site. Wth me this
nmorning is John @iffin, who is ny co-team | eader, and
Ms. Billie Gard, who is a principal on our team

As you are aware, Little Harbor has the
responsibility to oversee Northeast's efforts to establish a
saf ety-consci ous work environment at MIIlstone. W have
been acting in this capacity since approxi mately March of
this year. During this time, we have reported our findings
to Northeast and your staff at eight public neetings.
Littl e Harbor has maintained essentially a full-tinme
presence at MIllstone, typically with five or six team
nmenbers at the site, depending on the requirenents of the
particul ar oversight activities that were bei ng conduct ed.
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Qur next nmajor activity will be to conduct a
second round of structured interviews with the work force at
the MIlstone site. This will add a set of data points to
t hose whi ch we gathered |ast June. The purpose of the
interviews is to determ ne how people at MIIstone feel
about all facets of a safety-consci ous work environnent.
Those to be interviewed will be chosen by Little Harbor to
be representative of the work force and will be a different
set of people fromthose interviewed in June. The results
will be available prior to the anticipated Conmi ssi on vote
and we will also continue our oversight of the various
Nort heast prograns supporting a safety-consci ous work
environnent with a particular enphasis on the effectiveness
of these prograns.

CHAl RVAN JACKSON:  Let me ask you some overarchi ng
questions. And if you are going to get into themwith your
specific slides later, please say so.

The first is, have you sensed or detected an
i nprovenent in | eadership on site as the | eadership
assessnent that the |icensee spoke about indicates? And, if
so, or if not, you know, what specifics support your
concl usi on?

MR BECK: W are going to have some specific
comments that will directly address that question about
| eadership, particularly with respect to the criteria
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relating to retaliation and so forth.

But, in general, | would say that there has
clearly been an inproved understandi ng by the managenent
teamat MIIstone, vis-a-vis a safety-conscious work
environnent, particularly over the |last three nonths. And
we can perhaps illustrate that better in a few ninutes.

John, would you like to add?

MR RFFIN No, | agree.

CHAl RVAN JACKSON Do you find that enpl oyee
concerns rise as MIllstone nears its deadline with the steep
work-of f rates? |s there any detectabl e change?

MR BECK: There has been a slight increase in
Decenber over the nonth of Novenber. But | wouldn't
particul arly associate that w th approaching a deadline.
That is always a question. Wat do the nunbers, in and of
t hensel ves, nean. Frankly, we are far nore interested in
| ooking at the issues that are involved and | ooking at the
quality of those concerns. And, in particular, wth respect
to any questions of retaliation or 50.7 issues.

e of the questions you raised earlier, and
perhaps | can respond to it now, was with regard to the
correl ati on between the corrective action program and
enpl oyee concerns issues. |If | heard you correctly, we have
not, for exanple, none of us can recall a technical issue
that went to ECP that had not already been a CR and the
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concern was either unsatisfactory resolution of the CR by
t he managenent teamor untimely resolution of the CR and
that's not a --

CHAI RVAN JACKSON  Not that it wasn't addressed?

MR BECK Not that it was not addressed.

CHAl RVMAN JACKSON Do you have a way of measuring
or of detecting the overall stress on the managers and the
enpl oyees? Do you have experience with other sites to nake
a conparison?

MR BECK Being on site essentially full tine, we
cannot hel p but have our finger on the pul se of the
organi zation. The stress levels we have seen ebb and fal
or rise and fall depending on particularly what's going on

and who's affected by it. It is certainly not an unexpected
phenonenon to see peopl e, when they are working as hard as
they are, show sone signs of stress. | have seen on the

part of managenment a recognition that this is a fact of life
and sone pretty careful attention being paid to stress in
general .

For exanple, if you go back to the MWV incident,
there was a lot of stress in that organization prior to the
retaliatory action that was taken. The stress level, in our
opi ni on, subsequent to that change in managenent, in the
group, although they are working very hard, appears to have
di m ni shed sonewhat .
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CHAl RMAN JACKSON  Ckay, why don't you go on.

COWM SSIONER DICUs:  If | may ask a quick
quest i on?

CHAl RMAN JACKSON  |'msorry. Go ahead.

COW SSIONER DI QUS:  This round of interviews that
you have schedul ed for February. Wat is the sanpling size?

MR BECK we are going to sanple approxinately
280 to 300 individuals and they will be chosen across the
organi zati on and up and down, excluding directors and above
inthis particular case.

COW SSIONER DIQUS:  |Is that about the same
sanpling size?

MR BECK Yes, it will be.

CHAl RVAN JACKSON:  Ckay.

MR BECK There have been -- slide nunber
3 -- two events at MIIstone since our |ast neeting for
whi ch we perforned an i ndependent investigation per the
provi sions of our oversight program The first invol ved
potential retaliation against contractors in the MOV
departnent by their inmmedi ate nanagenent who al so happened
to be contractors. The second incident involved an
allegation of retaliation clained by one of the individuals
di sci plined by Northeast as a result of the training
depart nent investigation.

In the first instance, we verified and agreed with
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t he concl usi ons reached by the conpany investigation of the
ECP investigators of the MO/ issue that retaliation was, in
fact, a factor in the termnation of two contract engineers.
In the second case, we concluded that there was no evidence
of retaliation by Northeast managenent in the disciplinary
actions that they took.

Movi ng on to our eval uation of Northeast's
progress, with respect to establishing a safety conscious
work environment, our oversight plan contains 11 attributes
which we think are critical to an ideal safety-conscious
work environment. Since the plan was published in June, we
have added another attribute to cover incidents related to
harassnent, intimdation, retaliation or discrinination.

Littl e Harbor continuously nonitors these
attributes through interviews, reviews, investigations and
observations. As information dictates, the Little Harbor
t eam menbers working in a particular area meet to di scuss
data and reach consensus for relative attributes. As
changes occur in the future, we will conmunicate these
changes to the NRC staff, Northeast Wilities and the
public.

CHAI RVAN JACKSON  What was the additional
attribute that you --

MR BECK It relates to the question of
harassnent, intimdation, retaliation and/or discrimnation,
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specifically.

CHAl RVAN JACKSON:  And how do you wei ght the -- do
a relative weighting? You talk about doi ng programreviews,
interviews and then you have these attributes. How do
you -- is it you have a wei ghting systemor you do one to
ki nd of check the other?

MR BECK Some of themare relatively
straightforward and sinple and it is easy to make the
evaluation. Qhers involve a |lot of subjective eval uation,
di scussion by the team menbers who are involved in various
reviews or investigations and that consensus reachi ng demand
whi ch we place on ourselves results in the weighting taking
pl ace.

As we -- and | will gointo later -- roll up our
12 attributes, if you will, to be consistent with the four
that you heard fromthe conpany on earlier this norning, you
will see how they --

CHAl RVAN JACKSON:  Stack up?

MR BECK  Yes.

This next slide shows our approach to eval uating
the status of Northeast's safety-consci ous work environnent
i npl enentation efforts. And | will relate that to your
desire for satisfactory approachi ng expectati ons and not
neeting themin a monent. W have chosen to use five
gradations for evaluation of each Little Harbor attribute or
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roll-up to end use success criteria.

Geen neets all expectations. Red, on the other
hand, requires significant inprovement. And we use three
level s within the yell ow band, as indicated on the slide.

W al so eval uate our view of the current
performance trend for each attribute as indicated by an
arrow in the box. It is the consensus of the Little Harbor
teamthat each of the four Northeast success criteria, which
you heard di scussed by the Conpany this norning, must be
rated neutral yellow or better to be considered ready for
restart of the unit at MIIstone. Therefore, if you drew a
line bel ow neutral yellow, a horizontal arrow, above that
line, you would have to be at that point or above to be
satisfactory.

The next slide, the status reports which we wll
be sharing in a nmoment are based on our eval uation of
progress to date. Little Harbor opinions are based on our
initial structured interviewresults, initial reviews of the
enpl oyee concerns programand corrective action program and
other activities. W are continuing our review of the
conpr ehensi ve pl ant effectiveness, another round of
structured interviews, closure of our enpl oyee concerns
program and corrective action programrevi ews and conti nued
observations of site activities.

| amnot going, due to the limted ti me avail abl e,
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to go through each of our 12 attributes but rather focus on
the four end use success criteria this norning. W did
i ncl ude those ot her eval uations in our advance package,
however. [|f you have any questions about any of these, we
woul d be pleased to respond.

Going to the first end use success criteria,
willingness to raise safety concerns, we rate this
satisfactory today, a neutral yellow with a hol di ng steady.
It is based on a roll-up of our attributes 2, 6, 7, 9 and
12, which were in your advanced package.

Wiile there continue to be some probl emareas at
MIlstone, we believe that this attribute has inproved and
workers at MIlstone are willing to raise safety concerns
via one of the avail abl e mechani sms. Resol ution of the
exi sting probl emareas coupled with the ongoing training of
the work force should provide further inprovenment in this
criteriain the future

The next criteria, issues are effectively resol ved
by i ne managenment, which is really the corrective action
program is also evaluated as neutral yellow but with an
inproving trend. It is based on our attribute nunber 10 and
the evaluation of it, the corrective action program which we
reported on in Septenber. W performed a conprehensive
review of the programand conpleted it as | said in
Sept enber .
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W concl uded that Northeast has established an
excel l ent corrective action programwhich is being
aggressively inplemented. Qur continuing reviewin this
area will focus on the effective resolution of problens
addr essed by the program

The next area, effectiveness of the ECP, we do not
consider to be satisfactory today. It is a mnus yellow
with an up arrow. And it is identical to our attribute
nunber 11. Northeast, however, has nmade significant strides
in inproving the enpl oyee concerns program W feel that
this rating would be up at |east one notch to neutral
yellow, inproving or satisfactory, but for the apparent high
per cent age of persons who have used the program and who
i ndicate that they wouldn't use it again.

VW are not satisfied today that we totally
under st and why users of the enpl oyee concerns program f eel
this way and will devel op that understandi ng over the next
few weeks. Thus, our conservative rating at this tinme.

Overall, we feel that NU managenent and the
enpl oyees and contractors in the enpl oyee concerns program
have nade significant strides over the next few nonths and
the programis continuing to inprove but for that one
aspect.

And, finally, the last NU success criteria,
recogni zi ng and dealing with harassnment, retaliation,
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intimdation or discrimnation we rate as red today. This
isaroll-up of our attributes 3, 4, 5, 8 and 9. The
sources of input were the Little Harbor reviews of end
process training, observations in the work place, specific
i nvestigation of MIIstone incidents, enployee concern
followup interviews, validation of conprehensive action
plan action itens and wal k-in interviews.

| should add that we have observed positive
novenent by Northeast nmanagenent in this area very recently.
Some exanpl es include the 10 CFR 50.7 training effort which
you saw as in progress. V& were involved in communicating
our expectations of such a programwhile it was being
devel oped. W have nonitored the training sessions as they
are under way and we think it has significant potential to
rai se the level of awareness fromfirst |ine supervisors up
within the Northeast nanagenent chain.

V¢ al so have witnessed some behavior on the part
of managenent responses to recent issues involving potential
retaliatory behavior and it has been very positive and
significantly better than it had been in the past. The
consol i dation and additi on of nmanagement resources under
M. Brothers regarding all natters associated with a
saf et y-consci ous work environment at MIllstone we think is a
very positive step and is beginning to show positive
results.
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That concl udes our prepared remarks

In sumrary, we have seen inprovenent in the |ast
few months with respect to the safety-consci ous work
environnent. The enpl oyee concerns programin particul ar
has nade significant strides but requires some effort to
i nprove the perception of its users. The most difficult
task facing Northeast management is clearly the need to
inprove its performance with respect to harassnent or
potential retaliatory actions in the work place. W are
going to in particular monitor very closely these areas.

VW woul d be pleased to respond to any questions
you may have.

CHAI RVAN JACKSON  The first one is an
informational one. | didn't take down the roll-up. |If you
go back through the 1, 2, 3, 4, tell ne how your criteria
roll up into the different ones.

You're saying that NUs Criteria 1 is a
conbi nati on of which ones of yours?

MR BECK Their Criteria 1 involves our Criterion
2, which is enpl oyee perceptions of the policy that NU has
established for a safety-consci ous work environnent.

CHAl RVAN JACKSON:  You can just give me the
number s.

MR BECK Ckay, I'msorry -- 2, 6, 7, 9, and 12.

CHAl RVAN JACKSON:  Ckay, and nunber 272
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MR BECK Number 2 is nunber 10.

CHAl RVAN JACKSON:  Ckay.

MR BECK Number 3 is nunber 11.

Nunber four is three, four, five, eight, and nine
agai n.

CHAl RVAN JACKSON  No, | appreciate your doing
that grouping, but essentially what you are saying is that
the ability to grapple with alleged instances of harassnent,
intinmdation, retaliation or discrimnation -- they really
have a long way to go yet, and then the very thing that is
t he subject of your existence, nanely the Enpl oyee Concerns
Programand its effectiveness they have some inprovenents to
make.

MR BECK That's correct.

CHAl RMAN JACKSON  Ckay. Al right. Are there
any additional questions? Yes?

COW SSIONER DICUS: I n the presentation that
Northeast Wilities made on their programthey anal yzed
t hensel ves and they indicated, as you are well aware, that
you concurred with where they felt they stood in the issues
that they were dealing with with the program

Do you concur conpletely or is there an area, a
significant area not a mnor area, a significant area where
maybe you don't concur with their own anal ysis?

MR BECK If | may, Conmissioner, | interpreted
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that "LAC concurs" as another criteria they are setting for
t hensel ves.

Today we do agree on those four el enents, nanely
the first two are satisfactory, the last two are not today,
so we are in synch at this point in tine.

CHAl RVMAN JACKSON  Ckay. Thank you very rmuch.

Now we will hear fromthe NRC Staff -- |ast but
not | east.

MR THOWSON  Good afternoon.

CHAl RMAN JACKSON:  Yes, | guess it is. CGood
afternoon. You sure it is not tonorrow?

MR THOWSON  Chairnman Jackson, Conmi ssioners, as
you know, this is an effort that the NRC Staff has put a
maj or focus on. This is our fourth presentation and | think
you know the gentlenen at the table with ne.

Before | turn it over to Bill though, | would like
to indicate that we are recogni zing the inportance of where
we are inthis program-- |'msorry --

CHAl RVAN JACKSON: W know who you are.

MR THOWSON W have our tent cards here.

Before we get to having Bill go through and
summari ze what we believe are the inportant el ements of our
0350 process, and that is our restart assessment program |
would like to indicate that this is a time we recogni ze that
there are lots of activities that are ongoing at the site.
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There are a lot of activities that the Staff will be doing
at the site and we need to keep the Conmi ssion currently
i nfornmed of those prograns and previously we had given
reports on kind of a quarterly basis, but we think it is
i nportant that we do that nore on a nonthly basis now

The next report we believe would be in January and
it would obviously be toward the mddle or the end of
January, depending on the site activities but it is part of
the process that we need to keep you currently informed of
the status and we intend to do that and with those bri ef
remarks | would like to turn it over to Bill, who will hit
the highlights of some of our activities as well as address
your concerns with an overall summary of where we are with
our evaluation of the status.

CHAl RVMAN JACKSON  Thank you.

DR TRAVERS: Good afternoon.

M/ first slide sinply presents an overvi ew of what

| would like to cover. It is very simlar to the topics
that we have touched on in previous briefings.
['ll move right on. In the second slide I'l|

mention that the Special Projects Ofice was forned j ust
about one year ago, just one year and one nonth ago, to
focus on the MIIstone issues and we have been continuing to
i npl enent the MIIlstone review plan that we described to the
Conmi ssi on in SECY 97-003.
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O course we have based our plan on Manual Chapter
0350, which provides the guidance that we typically use to
assess the restart status of plants that are facing
troubles, and we have at MII|stone devel oped Restart
Assessnment Pl ans for each of those units.

| have indicated in bulletized formthe principal
elements, so | amgoing to touch on probably each one of
those. | have some, nore in detail in some than others, but
this listing includes the principal areas that we have
identified as those issues which we expect to identify
i nprovenents and issue resolution prior to comng to the
Commi ssion for an ultimate decision on restart of any of the
three units.

An inportant elenent that | would like to nention
right upfront, and we have been doing this in the past, of
our programis the fact that we have a commitment up in the
M Il stone area to make our process a very public and open
one.

V¢ think we have been nmeeting that by virtue of a
nunber of activities that we have been carrying out that are
somewhat extraordi nary, somewhat above the norm

Just mentioning a few of those, we have conti nued
to brief the public in evening sessions every four to six
weeks or so. W have been carrying out nost of the
techni cal exchanges that we have had with the utility in
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public forums at the MIIlstone site or near the MII stone
site such that those nmeetings are observabl e to nmenbers of
the public.
VW have had a very cl ose working rel ationship, a
continuing one, with the State of Connecticut Nucl ear Energy

Advi sory Council. You nmay recall that we have an agreenent
with the Council to participate at | east as observers in our
conduct of | CAVP design basis, licensing basis verification

activities, and they have been expending quite a | ot of
effort to participate with us, observe our process and
provi de their own sense of how we are carrying out our
activities in their own public neetings.

So those are sort of the principal elements of our
public -- I'Il call it outreach programfor |ack of a better
term

Before | turn to a nore detailed discussion of
sone of the elenents that we have listed in our Restart
Assessment Plan, | would like to tell you that our overal
assessnent is that the licensee is continuing to make
progress in their efforts to bring about needed change at
M1 st one.

Led by essentially a new Seni or Managenent team
since late 1996, NU has initiated a rather broad scoped
effort to identify problemareas and to inplement corrective
acti ons.

ANN R LEY & ASSQO ATES, LTD.

Court Reporters

1250 | Street, NW, Suite 300

Washi ngton, D.C. 20005
(202) 842-0034



OCO~NOUITDWNPE

139

Al though progress has not kept pace with the
licensee's initial schedul es, our oversight programis
identifying inprovenents in essentially all of the el enents
of our NRC Restart Assessnent Plans for Units 3 and 2.

Despite this progress, | think it is inportant to
poi nt out that NU has not yet conpl eted some significant
work. You have heard enough about that. W will talk some
nore about it as well.

As a result though, a nunber of our nost inportant
i nspecti ons have not yet taken pl ace.

For exanple, of a total of eight teaminspections
that are planned at Unit 3, two are conplete, two are in
process, and four are planned.

Exanpl es of some of the planned inspections
i ncl ude ones which will assess corrective actions, work
pl anni ng and control, quality assurance, and the operationa
readi ness of both the plant and operations personnel.

These NRC eval uations are necessarily focused in
the latter stages of the licensee's inproverment program and
we are planning to initiate a nunber of inspections
following the licensee's own determnation that they are
r eady.

| think it is fair to say thus far that our
pl anni ng for the conduct of our own verification activities
has not resulted in delays. W have been pretty efficient
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at rescheduling in the face of sone of the slips that have
occurred in their schedul e and the necessity of rescheduling
some of the inportant teaminspections.

Wth that as an overview, let me turn to some of
t he specifics.

DR TRAVERS: The next slide provides a listing of
the significant items list. That list, which is a portion
of our restart assessment plan, contains a detailed listing
of both the programmatic and specific issues that we have
identified for each unit that we think are inportant for
resol ution before we cone to the Commi ssion.

To facilitate our review, NUis providing us with
packages or submittals that address each of the -- or nost
of them nost of the significant itens list. Some of the
i ssues do not require packages and we are handling those
without. But this rack-up includes the total nunber of the
SIL itens identified at unit three, for exanple, is 86. The
nunber of packages, and these -- this nunber specifically
addr esses the nunber of conpleted -- conplete packages as
58. And the fact that at Unit 3, at least, to date, we have
cl osed 30 of those.

This chart, the nore | thought about it, the nore
| think about it, does not provide a very good indication of
the overall status of where we stand in carrying out our
assessnent at Unit 3 particularly, in that because of the
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fact that we are getting and have reviewed, in fact, a
nunber of partial submttals of packages, we woul d estimate
that the percent conpletion is closer to about 70 percent
and that really is not -- this slide could throw you of f
fromthat considerably if you didn't know the fact that we
are reviewing partial submttals, we have closed a nunber of
those at least in part.

CHAl RVAN JACKSON  How are you docunenting staff
review and closure of the SIL itens?

DR TRAVERS: Each of the significant itens that
are identified here as closed, and the future itens as well,
are being identified and docunented in NRC i nspection
reports. The reason | haven't added the fact that we have
closed an additional 10 at Unit 3 is because we haven't
i ssued the inspection report yet that will in fact docunent
our closure of those itens.

CHAl RVAN JACKSON  Ckay, so that's the fundament al
docurent at i on?

DR TRAVERS: Yes, that's right.

CHAI RVAN JACKSON  And what issues on this list do
you bel i eve pose the greatest challenge for the |icensee at
this stage?

DR TRAVERS: | think you are going to hear
something simlar to what's been said already but let ne
take off what | see as the nost significant challenges that
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lie ahead. In the area of safety conscious work
environnent, we have heard fromLittle Harbor and we are
certainly relying on their expertise to a great extent, that
focus on the need for substantial inprovenent in the area of
H RD i ssues and we concur with that.

W have also identified some issues that | am
going to be discussing in a mnute related to the
verification of design basis/licensing basis issues. W see
that as a chall enge

VW see the corrective action program at |east our
assessnent of it, as adequate to be a challenge. W
have -- | don't want to nislead you about the future
i nspections that we have planned. They are certainly
inportant. W have, although relying on those to a great
extent in the future, been carrying out assessnents in al
of these areas and we have, as | indicated generally,
identified inprovements in even the area of corrective
actions. But if you look at backlogs, if you |look at the
physi cal nodifications that are still required to be
conpl eted before restart, certainly these pose a nunber of
challenges for this utility.

| also agree with what M. Kenyon said about the
i nportance of the transition to an operating state. These
pl ants have been shut down two years or nmore or less in some
cases. But it is an awmfully long time and an i nportant
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aspect of what they have to acconplish is to nove into a
period where they can establish an operational confidence
that translates into safe operations.

CHAl RMAN JACKSON:  Let me ask you this question
now. You have identified as, you know, among the greatest
chal I enges, the backl ogs and physical nodifications. But
when we heard fromthe |icensee, they were indicating, at
least for Unit 3, that they expected to have -- you know, be
physically ready at the end of the nmonth. And so how do you
squar e those two?

DR TRAVERS: Well, they may very well be. But as

| look at the data, | look at it the same way as you. |'m
sort of in a "shownme" node. | think that's |less inportant,
frankly, than doing it right. But, neverthel ess --

CHAI RVAN JACKSON | under st and.

DR TRAVERS: -- we understand what you've been

told by NU and we think we understand, for exanple, that
many of the itens that they have to conplete are sinply

| acki ng somre el ement as, for exanple, testing. So many of
these may fall in rather quick succession.

But by virtue of the nunbers not falling for so
long, we are sort of in a conservative mode and want to |ist
that as an exanple of something we think is a challenge
still.

CHAl RVAN JACKSON  Thank you.
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DR TRAVERS: Sargent & Lundy and Parsons have
gi ven you a sunmmari zed version of their activities and under
the | CAVP order, the NRC staff is carrying out related but
i ndependent activities as well, as you know. And we wanted
to list several of the activities that have been conpl et ed
since last we net with the Comm ssion and they are included
on this slide.

The first itemhas to do with the fact that we
carried out a teaminspection to evaluate the inplenentation
of Sargent & Lundy of its NRC approved audit plan for the
conduct of their activities. Qur findings were generally
positive. W did note in our inspection that when we went
in, it was fairly early. W didn't have an opportunity to
review everything we would have liked to at that tine. But
we will have an opportunity in our subsequent tier two and
t hree inspections.

So we have conpl eted this inspection. W have
general ly found positive results. Those mnor findings that
were identified have been acted on by Sargent & Lundy and
corrected, in our view, and we still have an opportunity and
we expect to exercise that as we carry out some of our
renmai ni ng team i nspecti ons.

CHAl RVAN JACKSON  So when you say then that it
was conpl eted, you nean it was conpleted relative to what
there was for you to inspect at that point?
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DR TRAVERS: That's exactly right.

CHAIl RVAN JACKSON  But there are some additional
i nspecti ons you woul d have to do?

DR TRAVERS: W have been havi ng an opportunity,
as we have gone on, really, to have a pretty -- a very close
under st andi ng of the way Sargent & Lundy is carrying out its
activities. At the time this inspection was ongoi ng, they
weren't there yet.

CHAl RMAN JACKSON | see.  Ckay.

DR TRAVERS: The second bullet has to do with an
i nspection that has been referenced briefly here and I am
going to cover it in ny next slide but it fundanentally has
to do with our first system safety systemfunctional
i nspection at Unit 3.

Additionally, conpleted over this period is the
fact that the Nuclear Energy Advisory Council selected the
final two systens to be reviewed by Parsons at Unit 2.

And, lastly, we have also, simlar to the first
i nspection | mentioned, carried out a teaminspection at
Parsons of their inplenentation and, again, we found
positive indications of their conformance with the
NRG- approved audit plan.

At Unit 3, the NRC staff has conpleted the first
of two teaminspections which involve a detail ed eval uati on
of an inportant safety system These NRC inspections are in
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addition to the | CAVP reviews being carried out by S& with
one inspection focusing on one of the systens being revi ewed
by S&L and one system focusi ng on a system outside the scope
of S&'s program The staff's first safety system
functional inspection focused on a review of the emergency
core cool ing system node of the chem cal and vol une contro
system And a nunber of issues were identified and
docunented in a recently issued inspection report, and |
have listed the principal issues resulting fromthat.

CHAl RVAN JACKSON  But these appear troubling. |
mean should | be troubl ed?

DR TRAVERS: | would characterize themas raising
a concern, perhaps a fundanental concern, that we feel we
can address in subsequent inspections by --

CHAl RVAN JACKSON  Wul d you say what that
fundanental concern is?

DR TRAVERS: The fundanental concern is, goes
back to what the purpose of our verification inspections
really are here. Alittle while ago there was a question
about where MIIstone is, or maybe where it was, relative to
i ndustry standards. Wat we have, and are dealing wth now,
is a situation where we have asked, by virtue of a nunber of
probl ens that were identified several years ago, for
Northeast to go in and carry out a very rigorous assessnent
of their licensing and design basis.
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They have conpl eted, essentially conpleted that
program and we are now coning in at the end of that.
Sargent & Lundy, NRC staff, Parsons at Unit 2.

The question that the findings raise, and | don't
think they answer, is whether or not the |icensee's program
for identifying on its own where they stand, relative to
l'i censing basis and design basis, was adequate, and whet her
or not we should rely on it by virtue of the sanpling
programthat |ooks at a very limted, or somewhat |inited,
set of systens.

CHAl RVAN JACKSON  Because of the findings in your
out of scope SSFI?

DR TRAVERS: That's right.

CHAI RVAN JACKSON  Conmi ssi oner .

COW SSI ONER McGAFFI GAN Did you intentional ly
not adopt the same vocabul ary as Sargent & Lundy, and
Parsons, with regard to level -- the levels? How would you
assign these issues to the levels that the contracts are
using? Are these level 3's, are they level 4's, are they --
what are they?

DR TRAVERS: Well, | should point out that they
are prelinmnary findings at this point, and -- but they
potentially could be --

COW SSI ONER MeGAFFI GAN Level 1's?

DR TRAVERS: Level 1, the first one at |east.
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COW SSI ONER McGAFFI GAN: At | east the first one,
sure.

DR TRAVERS: But the reason | say they are
prelimnary is because we have identified themwith the
team W will be attending an enforcenent conference,
because of the significance of this issue, with the |icensee
in January. And, at that tine, they will have an
opportunity to provide us sone additional information on
what -- what they think the issue is or isn't, and what they
are doing about it.

Now, we have heard today, and we have heard before
today, that they have inplemented a nunber of activities
that are directed at addressing this issue, not just in this
system but across the 88 maintenance one and two systens
that were covered in their own program

So that's why | say | don't think this finding,
and where we are at today, answers the question that has
been raised. And rather than suggest to you that it does,
what | would suggest is what we intend to do as followon to
pursue this fundamental question and, that is, sinply to
evaluate the information that the |icensee provides to us,

i n what ever nechani sm whether it is the enforcenent
conference, or through whatever neans, and to garner the
information that we will obtain in three remaining team

i nspections that al so, essentially, address the sane issue,
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you know, whether or not we can rely on what was done as a
good and rigorous assessment of |icensing basis and design
basi s.

CHAIl RVAN JACKSON  Yes. Conmi ssi oner Diaz.

COW SSI ONER DI AZ: I n other words, you believe
that the renaining inspections should give you assurance
that the Configurati on Management Program of the |icensee is
adequate to not have this kind of problens in other safety-
rel ated systens?

DR TRAVERS: | think it certainly will provide
additional data for us to assess the overall question.

CHAl RVAN JACKSON:  To make that judgrent.

DR TRAVERS: To nmake that judgment. And since
this is one of four, and if you recogni ze the very
substantial effort that Sargent & Lundy is going through, we
really think that we have to integrate all of that
i nformati on before we make a concl usi on.

But -- excuse nme. But there is an indication, and
even at this early stage, that, based on these findings,
which we think were a good find on the part of our team it
was a very good team very -- very capabl e peopl e who were
working on it, that the licensee has identified onits own a
need to assess across the other systens whether or not the
inplications identified apply to those other systens.

Now, they are going to be telling us nore about
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that. W have had some prelimnary information. | think
they told you that activity is not conplete yet. So, we
will certainly be interested in that infornmation and include
it in our assessnment of the fundamental question.
CHAl RMAN JACKSON Ckay. Thank you.

DR TRAVERS: In the next three -- | didn't
mention the other issue. The first one is the nost
significant. | will mention the second issue just briefly.

CHAI RVAN JACKSON  Let me nake sure | understand
somet hi ng before --

DR TRAVERS: Yes.

CHAl RVAN JACKSON:  |s the licensee going to
revisit, they are going to revisit their Configuration
Managenent Program or are they going to be waiting on the
resul ts of your other SSFI?

DR TRAVERS: They are not waiting. They are, in
fact, carrying out analysis which, ultinmately, may render
the issue not to be very significant. The question has to
do with air entrainment and the possibility of binding of
punps.

CHAl RVMAN JACKSON R ght .

DR TRAVERS: But there is a possibility that when
the analysis is conducted, that it is judged to not be
significant.

CHAl RVAN JACKSON R ght .
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DR TRAVERS: But the expectation we woul d have
had, of their program is that they would have identified it
and triggered the analysis. So, as a mninmum that is what
we see as --

CHAI RVAN JACKSON So it is the identification of
the issue, and the significance of that, as well as the
significance the issue turns out to have in and of itself.

MR THOWSON That's exactly right.

DR TRAVERS: Yes. That's exactly right.

CHAl RVAN JACKSON:  Ckay.

DR TRAVERS: The last -- the second two issues,
princi pal issues fromthat inspection finding, the second
one has to do with an identification of the fact that tech
spec requirenents that should have resulted in a nunber of
val ves being tested for |eak tightness, did not result in
those valves testing. And so that is an issue that they are
looking a little bit nore broadly at as well.

And, lastly, we found a nunber of fairly mnor,
but neverthel ess di screpancies fromthe as-found condition
of the plant with the description in the FSAR

In the next three nonths, we expect to conplete
all of the remaining | CAVP inspection activities at Unit 3,
and they are listed here as the tier 2 and tier 3 inspection
which is underway, the Unit 3, tier 1, in scope inspection,
our corrective action inspection at Unit 3, and we al so
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expect, at Unit 2, to have conpleted the tier 1 out of scope
systemreview and the tier 2 and tier 3.

At Unit 2, three of five I CAVP inspections will be
conpl ete, we expect, within the next three nonths.

An extrenely inportant el ement of our restart
assessnent plan is the issue of Enpl oyee Safety Concern
Program and safety consci ous work environment, nore broadly.
You have heard fromLittle Harbor, and, as a natter of fact,
inthis area, we are relying to a great extent on this
i ndependent contractor's expertise in assessing these
i ssues. The staff is, neverthel ess, however, acting
i ndependently as well to assess the status of inprovenents
inthis area, and this slide is meant to give you a
summari zation of some of the activities that we have
conpl eted since last we met with the Conm ssion.

CHAl RVAN JACKSON  Now, are the project officer,
speci al project office managers and staff maki ng any
observation on a day-to-day basis as they go about in
docunenting those in any way?

DR TRAVERS: Docunenting, | think not. But what
we are certainly doing is observing and garnering a view in
this area.

But, as | was going to nention, in a formal sense,
we are just this week --

CHAl RVAN JACKSON:  You are going to devel op a plan
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to assess what, the ECP?

DR TRAVERS: W have actually devel oped a pl an
that we forwarded in the recent SECY.

CHAl RVAN JACKSON:  SECY paper, that's right. As
wel | as the safety consci ous work environnent.

DR TRAVERS: Exactly right.

CHAl RVAN JACKSON R ght .

DR TRAVERS: And to a very great extent, the
paraneters that we are think are reasonable to assess these
i ssues are the ones you have heard about today. W don't
have any suggestions for najor changes. W are |ooking at
themon our own and, to the extent that we have had a
continuing audit, a few personnel up at the site |ooking at
t hese issues. Just this week, we have inplemented the first
week of a two week on-site inspection team-- or on-site
evaluation team to assess both Northeast's progress and
ECP, and, nore generally, safety conscious work environment.
But also to get a sense of the inplenmentation of Little
Harbor in conduct of its NRC approved audit plan. You know,
this is very sinilar to what we are doing, evaluating
Sargent & Lundy and Parsons.

CHAl RVMAN JACKSON It is useful that, if your own
folks are on kind of a -- you know, as you go about, you do
have the opportunity to observe. Typically, when people
know there are inspections, there are various things. And
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prograns are as programs do. You know, ny mantra. So --

[ Laught er.]

COW SSI ONER DI QUS:  Based upon t hese observations
that you have, do you generally concur at this point with
what Little Harbor and the |icensee are saying?

DR TRAVERS: Yes, we do. Particularly, -- well,
in just about everything Little Harbor said, they provided a
very detailed assessnent of the situation. Inproverments in
the ECP program for exanple, wth needed inprovenents yet.
But a significant effort still remaining in the area of
safety conscious work environment. And we certainly do
concur with that assessment.

Now, we are going to be getting this week, and in
our second teaminspection week, a little bit better
assessnent, fromour own perspective, on these things.

Ri ght now we generally track with the findings you have
heard fromLittle Harbor.

'l nove to the next slide. In the next three
nonths, simlar to what we have been doing, we expect to
continue to nonitor both the licensee and Little Harbor. W
are attending nmeetings that are again observable to the
public to discuss these issues including some of the ngjor
m ssteps that have occurred, the MOV issue and so forth.

VW expect to carry out the second week of the team
i nspection that | mentioned at Unit 3. This is really a
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site issue, by the way, even though today we are nostly
focusing on Unit 3. W believe that this issue certainly is
one whi ch needs to be considered in a site-w de sense.

In addition to that focused teaminspection on ECP
and saf ety-consci ous work environnent and in recognition of
the inportance of effective corrective action prograns, we
are also going to include in our conduct of the 4500
i nspection, that inspection again focuses on the corrective
action program a particular focus on safety-consci ous work
envi ronnent and the resol ution of concerns raised by
enpl oyees. So we think there is a good fit there to get an
even better assessment of this issue in the context of that
teaminspection. That is upcom ng.

O course, we will continue to track the program
neasures that we have identified in our program pl anni ng.

In the licensing arena, we have identified here
sort of a rollup of a nunber of issues that have been
identified as inportant, and the only thing I will say about
this is that we believe today that based on what we have
i n-house and where we stand with these reviews that we don't
see a mpjor pitfall to March or April kind of a timeframe
for our assessnent and conpl etion.

In sone cases sone of these |license amendnents
need to be done in January tineframe, | guess, to support
Mode 4 operations.
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DR TRAVERS: Mdde 4 operati ons.

DR TRAVERS: But we don't see a major problem
with what the licensee today thinks it can do by virtue of
its prograns.

CHAl RVAN JACKSON:  The only question | really have
interns of your project planning schedule, which is the
next slide -- I'mjunping ahead -- | see that in the -- all
right.

Wien you tal k about these cal endars, these
quarters, and these are cal endar year quarters --

DR TRAVERS: Yes, they are.

CHAl RVMAN JACKSON:  For instance, | note that you
have, you know, a Comm ssion briefing, thisis for Uit 2 --

DR TRAVERS: Ch -- Wnit 3 | think is schedul ed
simlar to the --

CHAl RMAN JACKSON Wl |, yes, the schedul es are
basically simlar except that what is on the planning
schedul e tracks a little bit nore.

I amlooking, for instance, at |icense anendnents
for Unit 2, and you have those tracking all the way out
till -- you know, in the summrer.

| guess --

MR THOWSON  In May, end of May.

CHAl RVAN JACKSON  End of May, so you nonet hel ess
feel that this is a reasonable tool to support the projected
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Commi ssion briefing in June of '98 --

DR TRAVERS: Wth a caveat, always a caveat, and
that caveat sinply is that we recognize the possibility in
the mdst of sone of the discovery that still is continuing
of the need for as yet an unidentified |icense anmendnent.

CHAl RVAN JACKSON:  The only reason | raised that
one, particularly for that plant, is because that is the
ol der one, where there could be sone nore design basis
i ssues --

DR TRAVERS: Exactly.

CHAl RMAN JACKSON  -- that mght arise, but okay,
that's fine.

Any ot her questions? Comrents? Comm ssioner?

COW SSI ONER DI AZ: As the planned start is
getting toward restart and you | ook at the anmount of
resources that we have in MIIlstone, are you planning to
start phasing out some of those resources into other needs,
or is there a schedul e being nade of --

MR THOWSON W are |ooking at that very closely
right now Coviously, we have the resources avail abl e.
It's a very inportant time that we nmake sure that we have
the resources available to acconplish it.

Li kewi se we al so | ook at the operating plant and
we go through and update that, so we will be | ooking at
those el enments and giving back to the Commission, if we see
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a need, to change, increase, decrease or whatever the
appropriate aspect is with respect to those resources, so we
recogni ze that is a very inportant element for us to be
sensitive to and to conmuni cate with the Comm ssion on.

CHAl RVMAN JACKSON  Right.  Thank you.

| would like to thank Northeast Wilities, Sargent
& Lundy, Parsons Power, Little Harbor Consultants, and of
course the NRC Staff for briefing the Comm ssion on the
progress in assessing the readiness for restart of the
M 11 stone units.

Once again | will state on behal f of the
Comm ssion that we recognize howdifficult it is, as you can
see fromsone of our own questions, to condense the
subst ance of the reviews performed by each of the groups
into briefings like this. That is why it has been a
mar at hon session, but this is the primary reason, of course,
that the NRC in Novenber of |ast year created the Special
Projects Ofice headed Dr. Travers and to provide for direct
oversight of all licensing and inspection activities and to
tailor the nmanual chapter 0350 process to specifically
address the issues at these units.

So | was going to ask, but M. Thonpson, you in
fact preenpted nme, that the Special Projects Ofice keep the
Comm ssion informed on a nmore tinely basis, and what you are
suggesting about the monthly reports sounds reasonabl e.
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| believe the next Commi ssion meeting should be in
the md-February timeframe in order to better assess the
results of some of the significant inspections, but that can
be adj usted, as appropriate.

MR THOWSON:  Ckay.

CHAI RVAN JACKSON  And the Conm ssion val ues these
sessions to focus all of us on the results to date and to
gauge the effectiveness of the process being utilized,
because that is a big issue, and so | encourage all the
parties to remain steadfast in their various tasks and not,
even though there is a schedule, not to be so schedul e
driven that we aren't results-focused, because in the end,
when it comes to coning to the Conm ssion for a decision,
the decision is going to have to rest on what the results
are and the verification of those results by all the parties
i nvol ved.

The Commi ssion is appreciative of the insights
fromthe contractors as well as fromthe licensee in
obt ai ni ng honest feedback on the chal | enges and successes in
maki ng the M1 lstone station a safe station with an
effective corrective action programand an environnent that
is supportive of raising and resolving safety issues.

As | state at each neeting, the Comm ssion itself
does not presuppose that any of the three plants will
restart by any certain data because it is results-dependent.
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However, the Conm ssion nust be prepared to assure the
al l ocation, as you have just heard the discussion of, of
adequat e staff resources to the oversight of the facility
and its restart progress, and for that reason the Commi ssion
will continue to assess whether adequate progress is being
made in readiness for restart of the units and whether our
own, the NRC Staff assessnent process, is effective, is
conprehensive, and is tinmely, and so unless there are any
cl osi ng comments, which | hope there are none --

[ Laught er.]

CHAI RVAN JACKSON  -- | would like to wish all of
you a safe and wonderful holiday season and a heal t hy and
happy New Year.

W stand adj our ned.

[ Wher eupon, at 12:44 p.m, the meeting was
concl uded. ]
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